Michigan Depariment of Treasury
436 (02/06)

Auditing Procedures Report

Issued under P.A. 2 of 1968, as amended and P.A. 71 of 1919, as amended.

Local Unit of Government Type Local Unit Name Counly
[X]County Clcity [CTwp [Vilage [JOther | Isabelia County Isabella
Fiscal Year End Oplnion Date Date Audit Reparl Submiited to Slate
September 30, 2007 March 20, 2008 March 28, 2008

We affirm that:

We are certified public accountants licensed o practice in Michigan.

We further affirm the following material, “na” responses have been disclosed in the financial statements, including the notes, or in tha
Management Letter (report of comments and recommendations).

Check each applicable box balow. (See instructions for further detail.)

All required companent units/funds/agencies of the local unit are included in the financlal statements and/or disclosed in the
reporting entity notes to the financial statemenis as necessary.

There are no accumulated deficits in one or more of this unit's unreserved fund balancesfunrestricted net assets
(P.A. 275 of 1980) or the local unit has not exceeded its budget for expanditures,

The local unit is in compliance with the Uniform Chart of Accounts issued by the Department of Treasury.
The local unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordance with State statute.

The local unit has not violated the Municipal Finance Act, an order issued under the Emergency Municipal Loan Act, or
other guidance as issued by the Lccal Audit and Finance Division.

~

The local unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
The lacal unit only holds deposilsfinvestments that comply with statutory requiremants.

The local unit has no illegal or unauthorized expenditures that came to cur attention as defined in the Bulletin for
Audits of Local Units of Government in Michigan, as revised (see Appendix H of Bulletin).

> W
M HNNE E®R O O KX YES
O COD DO®O ®E O N

There are no indications of defalcation, fraud or embezzlement, which came to our attenlion during the course of our audit
that have not been previously communicaled to the Local Audit and Finance Division (LAFD). If there is such activity that has
not been communicated, please submit a separate report under separate caver.

10.

1. ® [0 The local unitis free of repeated comments from previous years.

i2. K [O The audit opinion is UNQUALIFIED,

13. K] [O The local unit has complied with GASB 34 ar GASB 34 as modified by MCGAA Statement #7 and other generally
accepted accounting principles (GAAP).

14. ] {0 The board or council approves all invoices prior to payment as required by charter or statute,

15. B {J To our knowledge, bank reconciliations that were reviewed were performed timely,

If 3 local unit of government (authorities and commisslons included) is operating within the boundaries of the audited entity and is not
included in this or any other audil report, nor do they obtain a stand-alone audit, please enclose the name(s), address({es), and a
description{s) of the authority and/or commission.

i, the undersigned, certify that this statement is complete and accurate in all respecis.

We have enclosed the following: Enclosed | Not Required (enter a brief justification}

Financial Statements I:l

The letier of Comments and Recommendations

Other (Cescribe) Single Audit

Certified Public Accountanl {(Firm Name) Telephone Number

Abraham & Gaffney, P.C. 517-351-6836
Sveel Addrass City State 2ip
3511 Coohd e Road, Suite 100 East Lansing Ml 48823

Authorizing Printed Name License Number
zi e T Alan D. Panter, CPA 1101020708
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Office of the County Administrator
200 North Main Street, Mount Pleasant, MI 48858

Telephone 989-772-0911, Ext. 202
Fax 989-773-7431

March 20, 2008

Honorable David Ling, Chairperson

Members of the Isabella County Board of Commissioners
County of Isabella

200 North Main Street

Mount Pleasant, Michigan 48858

Members of the Board:

The Comprehensive Annual Financial Report of the County of Isabella, Mount Pleasant, Michigan, for
the year ended September 30, 2007, ts submitted herewith. The financial statements included in this
report have been audited by Abraham & Gaffney, P.C. The Comprehensive Annual Financial Report
is prepared for the purpose of disclosing the County’s financial condition to its residents, elected
officials, and other interested parties.

The financial statements have been prepared in compliance with applicable statutes of the State of
Michigan and generally accepted accounting principles as stated in the Governmental Accounting
Standards Board’s (GASB) statements and interpretations.

Responsibility for both the accuracy of the presented data and the completeness and faimess of the
presentation, including all disclosures, rests with the County. We believe the data as presented is
accurate in ail material respects; that it is presented in such a manner so as to fairly set forth financial
position and results of operations of the County as measured by the financial activity of its funds; and
that all disclosures necessary to enable the statement reader to gain the maximum understanding of the
County’s affairs have been included.

It is believed that the Comprehensive Annual Financial Report substantially conforms to the high
standards of financial reporting promulgated by the Governmental Accounting Standards Board and
the Amecrican Institute of Certified Public Accountants. This report will be submitted to the
Government Finance Officers Association’s Certificate of Achievement for Excellence in Financial
Reporting Program.



ORGANIZATION OF REPORT:

The Comprehensive Annual Financtal Report of Isabella County is divided into four sections:
introductory, financial, statistical and single audit. The Introductory Section includes the Table of
Contents, this Transmittal Letter, a list of principal officials and the Certificate of Achievement for
Excellence in Financial Reporting. The Financial Section includes Management’s Discussion and
Analysis, the basic financtal statements and the combining nonmajor fund statements, as well as the
auditor’s report of the financial statements. The Statistical Data Section includes, at a minimum, the
required GFOA financial and demographic information, generally presented on a multi year basis.

The county is required to undergo an annual single audit in conformity with the provisions of the
Single Audit Act Amendments of 1996 and U.S. Office of Management and Budget Circular A-133,
Audits of States and Local Governments, and Non-Profit Organizations. Information related to this
single audit, including the schedule of expenditures of federal awards, findings and recommendations,
and auditors’ reports on internal control and compliance with applicable laws, regulations, contracts
and grants, is included in a separately issued report.

GAAP require that management provide a narrative introduction, overview and analysis to accompany
the basic financial statements in the form of Management’s Discussion and Analysis (MD&A). This
letter of transmittal is designed to complement MD&A and should be read in conjunction with it. The
County’s MD&A can be found immediately following the report of the independent auditors.

THE REPORTING ENTITY AND ITS SERVICES:

This report includes all funds of the County and its component units as defined in Government
Accounting Standards Board Statement No. 14, “The Financial Reporting Entity.” In accordance with
the criteria of this statement the Isabella County Building Authority, Isabella County Family
Independence Agency, [sabella County Medical Care Facility, Isabella County Comumission on Aging,
and Isabella County Parks Board, are blended into the County’s Comprehensive Annual Financial
Report. The Family Independence Agency and Medical Care Facility are under the oversight of the
Isabella County Family Independence Agency Board. These organizations, with the exception of the
Building Authority, are not legally separate. In addition the County maintains a significant degree of
financial accountability over the operations of these units. The Isabella County Building Authority is a
legally separate organization. However, its operations are blended into the County fund structure
because its sole purpose is to finance and construct the County’s public buildings.

In accordance with the above criteria the Central Michigan District Health Department, the Isabella
County Road Commission, the Isabella County Transportation Commission, the [sabella County Board
of Public Works, and the Isabella County Drainage Districts have been discretely presented as
component units in the financial statements.



PROFILE OF THE GOVERNMENT:

The management of Isabella County is overseen by a district-elected Board of Commissioners. This
board consists of seven members. Commissioners are elected for two year terms and have the
responsibility of making appropriations to all County functions and establishing policy for all county
operations except the Trial Court. The Board of Commissioners appoints an Administrator/Controller
who has the overall responsibility to oversee the administrative duties of the County with the exception
of Elected Officials’ offices. Management of the Trial Court is overseen by the Chief Trial Court
Judge who is also responsible for administrative oversight of the Court.

The County provides many services to the County residents including Shenff Department Road Patrol
services in the unincorporated jurisdictions of the County, the constitutional offices of the County
Clerk, Treasurer, Register of Deeds, Sheriff, and Prosecutor and the statutory office of the Drain
Commissioner. In addition, the County supports many other programs such as services to older
citizens and cultural and recreational services such as the MSU Extension, and parks and recreation,
which includes the Pere Marquette Rail-Trail of Mid-Michigan.

FACTORS AFFECTING FINANCIAL CONDITION:

Local Economy:

Isabella County, located near the geographical center of Michigan’s Lower Peninsula, has a strong
economy and enjoys a rich human and technical resource base. The presence of Soaring Eagle Casino
and Resort, the County’s single largest employer, and Central Michigan University help to assure
economic viability by providing a secure foundation for the area’s economy.

The Isabella County Convention and Visitor’s Bureau (CVB) is continuing its cfforts to promote
tourism in the County. Two of the State’s major thoroughfares, US-127 and M-20, meet in Mt,
Pleasant accounting for millions of vehicle passengers annually.

Recreation:

The County provides many recreational opporfunities highlighted by seven premier golf courses;
Central Michigan University events and facilities; an amray of public parks/lakes; and Mt. Pleasant
Meadows, a para-muiual quarter-horse racetrack.

The Saginaw Chippewa Indian Tribe-Sponsored Casino continues to be a major attraction for out-of-
County visitors. The Soaring Eagle Resort features a 1,500-car parking ramp, cabaret-style bingo hall
which seats approximately 2,500 and a 103,000 square foot gaming hall containing 3,500 slot
machines as well as Black Jack, Poker and Roulette tables. The 500 room hotel features luxury suites,
a conference center and restaurants. Over the years many top entertainers have performed at this
venue.

Commercial:

The retail trade business continues to be a major contributor to the growth of the County. Positioned
strategically near the north and south US-127 interchanges into Mt. Pleasant, Home Depot, Target,
Wal-Mart, Sam’s Club, Kohl’s, Menards, and Meijer department stores contribute significantly to the
volume of retail trade conducted within the confines of the County, empioy County residents, and draw
peoplc into our community.



Major Initiatives:

Construction of a new sub-acute detoxification facility was completed in early 2006. The facility
compliments services provided through Ten Sixteen Treatment Centers by providing six beds for sub-
acute detoxification patients. This program benefits the community and patients by properly treating
this medical condition in a properly equipped facility. A voter-approved millage supported
construction of a new Commission on Aging facility in 2007. This facility is scheduled to become
operational in July, 2008.

Financial Management:

Management of the County is responsible for establishing and maintaining internal control designed to
ensure that the assets of the County are protected from loss, theft or misuse and to ensure that adequate
accounting data are compiled to allow for the preparation of financial statements in conformity with
generally accepted accounting principles. The internal control is designed to provide reasonable, but
not absolute, assurance that these objectives are met. The concept of reasonable assurance recognizes
that: 1} the cost of a control should not exceed the benefits likely to be derived; and 2) the valuation of
costs and benefits requires estimates and judgments by management.

Budgeting Control:

Isabella County maintains budgetary control with the objective to ensure compliance with legal
provisions embodied in the annual appropriated budget approved by the County Board of
Commissioners. Activities of the General, Special Revenue, Debt Service, and the Capital Projects
funds are included in the annual appropriation budget. The level of budgetary control (that is, the level
at which expenditures cannot legally exceed the appropriated amount) is established by activity within
these Funds.

Generally, the budget and approved appropriations lapse at the end of the fiscal year, unless
specifically re-appropriated by Board action. Encumbrance accounting s not employed by the County,
because it is at present considered not necessary to assure affective budgetary control or to facilitate
effective cash planning and control.

Single Audit:

As a recipient of federal and state awards, the County is responsible for ensuring that adequate internal
control is in place to achieve compliance with applicable laws and regulations related to those
programs. This internal control is subject to periodic evaluation by management and the independent
auditors of the County.

As part of the County’s single audit, described earlier, tests are made to determine the adequacy of
internal control, including that portion related to federal award programs, as well as to determine that
the County has complied with applicable laws and regulations. The results of the County’s Single
Audit for the year ended September 30, 2007 disclosed no significant violations of applicable laws and
regulations.

-V -



Cash and Investments:

During the year, idle cash was temporarily invested in obligations of the U.S. Government and in
Certificates of Deposit ranging from 30 to 180 days to maturity, in daily interest savings accounts and
in interest-bearing checking accounts. Most savings accounts exist where monies cannot be
commingled and/or where the doliars are not large enough to warrant investment elsewhere.

Risk Management:

The County is self-funded for health insurance, including prescriptions, dental and vision services The
program is accounted for in the self-insurance fund (an intemal service fund), and is set up as a “pool”
of participating groups. There are two groups in the pool which include Isabella County government
and the Medica! Care Facility. An independent administrator, Blue Cross and Blue Shield of
Michigan, is hired to process daily claims. Individual claims up to $40,000 are paid from the fund, and
Blue Cross is responsible for paying the claims above this amount. Administrative charges and stop
loss fees are also paid from the fund.

Revenue for this fund’s operations originates from the participating groups that pay a fee for each of
their participating employees. The fee s the premium rate established by Blue Cross. These rates vary
depending on the coverage each employee elects. The County sets caps on the amount of premiums it
will pay for non-union employees and negotiates caps with its labor unions. Any premiums zbove the
caps are paid by the employees through payroll deductions.

Employee Pension Plan:

Isabella County participates in the Michigan Municipal Employees Retirement System (MERS); an
agent multiple employer state-wide, public employee defined benefit pension plan. Under this plan,
the County is required to contribute at an actuarially determined rate. Effective in 2002, all new
employees are in a defined contribution plan through ICMA. Under this plan, the County contributes
7% and the employee contributes 2% of their gross salary.

OTHER INFORMATION:

Independent Audit:

The Michigan Uniform Accounting and Budgeting Act requires an annual audit by independent
certified public accountants. The accounting firm of Abraham & Gaffney, P.C. was selected by the
Isabella County Board of Commissioners to perform the County’s annual audit. In addition to meeting
requirements set forth in state statutes, the audit also was designed to meet the requirements of the
federal Single Audit Act Amendments of 1996 and related OMB Circular A-133. The auditor’s report
on the financial statements and combining and individual fund statements and schedules is included in
the financial section of this report. The auditor’s reports related specifically to the single audit are
included in a separately issued report.



Awards:

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to Isabella County, Michigan for its
Comprehensive Annual Financial Report for the fiscal year ended September 30, 2006.

In order to be awarded a Certificate of Achievement, a government unit must publish an easily
readable and efficiently organized Comprehensive Annual Financial Report, whose contents conform
to program standards. Such report must satisfy both generally accepted accounting principles and
applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. Wc believe our current report
continues to conform to Certificate of Achievement Program requirements, and we are submitting it to
the GFOA to determine its eligibility for another Certificate.

Acknowledgements:

We would like to thank members of the Isabella County Board of Commissioners for your interest and
support in planning and conducting the financial operations of the County in a responsible and
progressive maner.

Respectfully submitted,
iﬂ( XO,@// Siwom B Seako, P
Timothy J. Dolehanty, ICMA (CM), AICP Susan R. Szabo, CPA

Administrator/Controller Director of Accounting Services
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INDEPENDENT AUDITQOR'S REPORT

To the Board of Commissioners
of |sabella County
Mt Pleasant, Michigan

We have audited the accompanying financial statements of the governmental aclivities, the business-lype activities,
the aggregate discretely presented component units, each major fund, and the aggregate remaining fund
information of Isabella County, Michigan, as of and for the year ended September 30, 2007, which collectively
comprise the County's basic financial statements as listed in the table of contents. These financial statements are
the responsibility of [sabella County's management. Our responsibility is to express opinions on these financial
statements based on our audit. We did not audit the financial statements of the [sabella County Road Commission,
which represents 64% ang 39%, respectively of the lotal assets and revenues of the component units and the
Medical Care Facility which reprasents 66% and 76%, respeclively of the total assels and revenues of the business-
type activities. Those financial statements were audiled by other auditors whose reports thereon have been
furnished to us, and our opinions, insofar as lhey relate to the amounts included for the Road Commission and
Medical Care Facilily, are based solely on the reports of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Governmen! Auditing Slandards, issued by the
Comptrolter General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial stalements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporling the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant astimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for
our opinions.

In our opinion, based on our audit and the reports of other auditors, the financial statements referred to above
presertt fairly, in all material respects, the respective financial position of the governmental aclivilies, the business-
lype aclivities, the aggregate discretely presented companent units, each major fund, and the aggregate remaining
fund information of Isabella County, Michigan, as of September 30, 2007, and the respective changes in financial
position and, where applicable, cash flows, thereof for the year then ended in conformity with accounting principles
generally accepled in the United States of America.

In accordance with Governamen! Auditing Standards, we have also issued our report dated March 20, 2C08, on our
consideration of Isabella County's internal control over financial reporting and on our tests of its compliance with
certain provisions af laws, regulations, contracts, and grant agreements and other matlers. The purpose of {hat
report is to describe the scope of our lesting of internal control over {financial reperting and compliance and the
results of that tesling, and nol to provide an opinion on the internal conirol over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards and shoutd
be considered in assessing the results of our audit.

The management's discussion and analysis and budgetary comparison information, as identified in the table of
conlents, are not a required part of the hasic financial stalements but are supplementary information required by
accounting principles generally accepted in the United Stales of America. We have applied cerain limited
procedures, which consisted principally of inquiries of managemen! regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information and express no
opinion on L.

East Lansing = Rochester Hilils « St. Johns
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Qur audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Isabella County, Michigan's basic financial statements. The introduclory seclion, combining and individual fund
financial stalements and schedules, and statistical tables listed in the {able of contents are presented for purposes
of additional analysis and are not a required part of the basic financial statements of Isabella County, Michigan. The
cambining and individual fund financial statements and schedules have been subjected to the auditing procedures
applied by us and the other auditors in the audit of the basic financial statements and, in our opinion, based on our
audit and the reports of other auditors, are fairly slated in all material respects in relation to the basic financial
statemants taken as a whole. The introductory section and statistical section have not been subjected to the
auditing procedures applied by us and the other auditors in the audit of basic financial statements, and accordingly,
we express no opinion on them,

[P hotihear. ¥ Cofes P

ABRAHAM & GAFFNEY, P.C.
Certified Fublic Accountants

March 20, 2008
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Management’s Discussion and Analysis

As management of Isabella County, Micligan, we offer readers of the County’s financial
statements this narrative overview and analysis of the financial activities of Isabella County for the
fiscal year ended September 30, 2007. We encourage readers to consider the information presented
here in conjunction with additional information that we have furnished in our letter of transmittal,
which can be found in the introductory section of this report.

Financial Highlights

s The assets of the County exceeded its liabilities at the close of the most recent fiscal year by
$41,548,218. Of this amount, $21,308,766 may be used {o meet the government’s ongoing
obligations to citizens and creditors.

e The government’s total net assets increased by $5,430,125. This was due to a combination of
factors including: 1) the acceleration of the property tax collections from December to July, 2)
an increase in the taxable value of property of 8.4%, 3) an increase in interest rates on savings
and investments, and 4) the collection of a new senior millage voted in on the November 2006
ballot.

» As of the close of the current fiscal year, the County’s governmental funds reported combined
ending fund balances of $11,244,055 an increase of $2,278,118 in comparison with the prior
year. Approximately 80 percent of this amount, or $8,970,323, is available for spending at the
government’s discretion {(unreserved fund balance).

s General-purpose govemments, regardless of size, should maintain an unreserved fund balance
in their general fund of no less than five to 15 percent of regular general fund operating
expenses, or of no less than one to two months of regular general fund operating expenditures
(GFOA 2002). At the end of the current fiscal year, unreserved and undesignated fund balance
for the general fund was 33,017,099 or 15 percent of total general fund expenditures and
transfers out,

e The County’s total bonded debt decreased by $630,000 during the current fiscal year. This
decrease was due to the normal pay-off of principal on general obligation bonds.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the County’s basic financial
statements. The County’s basic financial statements comprise three components: |} government-
wide financial statements, 2) fund financial statements, and 3) notes to the financial statements. This
report also contains other supplementary information in addition to the basic financial statements
themselves.

Government-wide financial statements. The government-wide financial statements are designed

to provide readers with a broad overview of the County’s finances, in a manner similar to a private-
sector business.
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The siatement of net assets presents information on all of the County’s assets and liabilities, with the
difference between the two reported as net assets. Over time, increases or decreases in net assets
may serve as a useful indicator of whether the financial position of the County is improving or
deteriorating.

The statement of activities presents information showing how the government’s net assets changed
during the most recent fiscal year. All changes in net assets are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues
and expenses are reported in this statement for some items that will only result in cash flows in
future fiscal periods (e.g., uncollected special assessments).

Both of the government-wide financial statements distinguish functions of the County that are
principally supported by taxes and intergovernmental revenues (governmental activities) from other
functions that are intended to recover all or a significant portion of their costs through user fees and
charges (business-type activities). The governmental activities of the County include general
government, public safety (including the jail), public works, health and welfare, community and
economic development, and culture and recreation. The business-type activities of the County
include the delinquent tax collections, recycling facility, building inspections, concessions, and a
Medical Care Facility.

The government-wide financial statements include not only Isabella County itself (known as the
primary government), but also a legally separate Road Commission, Transportation Commission,
Board of Public Works, Drainage Districts, and the District Health Department, for which Isabella
County is financially accountable. Financial information for these component units is reported
separately from the financial information presented for the primary government itself. The Isabella
County Building Authority, although legally separate, functions for all practical purposes as a
department of the County, and therefore has been included as an integral part of the primary
government.

The government-wide financial statements can be found on pages 1-2 of this report.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control
over resources that have been segregated for specific activities or objectives. The County, like other
state and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements. All of the funds of the County can be divided inte three
categories: goverrunental funds, proprietary funds, and fiduciary funds.

Governmental funds. Governmental funds are used to account for essentially the same functions
reported as governmental activities in the government-wide financial statements. However, unlike
the government-wide financial statements, governmental fund financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating a government’s
near-term financing requirements.
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Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmential activities in the government-wide financial statements. By
doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund statement
of revenues, expenditures, and changes in fund balances provide a reconciliation to facilitate this
comparison between governmental funds and governmental activities.

The County maintains 23 individual governmental funds. Information is presented separately in the
governmental fund balance sheet and in the governmental fund statement of revenues, expenditures,
and changes in fund balances for the General, Tribal Contribution, Revenue Sharing Reserve, Child
Care, and Building Authority Bond Funds, each of which are considered to be major funds. Data
from the other governmental funds are combined into single, aggregated presentation. Individual
fund data for each of these nonmajor governmental funds is provided in the form of combining
statements elsewhere in this report.

The County adopts an annuval appropriated budget for its general and special revenue funds.
Budgetary comparison statements or schedules have been provided herein to demonstrate
compliance with those budgets.

The basic governmental fund financial statements can be found on pages 3-8 of this report.

Proprietary funds. The County maintains two different types of proprietary funds. Enterprise funds
are used to report the same functions presented as business-type activities in the government-wide
financial statements. The County uses enterprise funds to account for its medical care facility, jail
commissary operations, material recovery facility, building inspections department, and delinguent
tax operations. Internal service funds are an accounting device used to accumulate and allocate costs
internally among the County’s vanious functions. Isabella County uses an internal service fund to
account for its self-insurance activities. Because these services predominantly benefit governmental
rather than business-type functions, they have been included within the governmental activities in
the government-wide financial statements,

Proprietary funds provide the same type of information as the government-wide financial statements,
only in more detail. The proprietary fund financial statements provide separate information for the
medical care facility and delinquent tax revolving activity, both of which are considered to be major
funds. Individual fund data for nonmajor enterprise funds are provided in the form of combining
statements elsewhere in this report.

The basic proprietary fund financial statements can be found on pages 9-14 of this report.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parties
outside the government. Fiduciary funds are not reflected in the government-wide financial
statements because the resources of those funds are not available to support the County’s own

programs. The accounting used for fiduciary funds is much like that used for proprietary funds.

The basic fiduciary fund financial statements can be found on page 15 of this report.
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Notes to the financial statements. The notes provide additional information that is essential to full
understanding of the data provided in the government-wide and fund financial statements. The notes
to the financial statements can be found on pages 19-50 of this report.

Orher intformation. In addition to the basic financial statements and accompanying notes, this report
also presents certain supplementary information, This includes the combining and individual fund
financial statements and schedules, Combining and individual fund statements and schedules can be
found on pages 51-101 of this report.

Government-wide Financial Analysis

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. in the case of 1sabella County, assets exceeded liabilities by $41,548,218 at the close of the
most recent fiscal year.

One of the largest portions of the County’s net assets (39 percent) reflects its investment in capital
assets (e.g., land, buildings, machinery and equipment), less any related debt used to acquire those
assets that are still outstanding. The County uses these capital assets to provide services to citizens;
consequently, these assets are not available for future spending. Although the County’s investment
in its capital assets is reported net of related debt, it should be noted that the resources needed to
repay this debt must be provided from other sources, since the capital assets themselves cannot be
used to liquidate these liabilities.

Isabella County Net Assets
Governmental Business-type
Activities Acitivilics Total
2007 2006 2007 2006 2007 2006
Current and other asseis  $ 22,603,953 $§ 17,683,098 3 13,777,572 $ 11,178,049 $ 36,381,525 $ 283861,147
Capital assets, net 16,828,861 16,813,619 11,268,697 11,620,474 28,097,558 28,434,093
Total assets 39,432,814 34,496,717 25,046,269 22,798,523 64,479,083 57,295,240
Long-term lizbilities
outstanding 6,235,658 7,391,545 6,907,050 7,516,348 13,142,708 14,908,393
Other liabilities 8,417,936 5,385,526 1,370,221 883,228 9,788,157 6,268,754
Total liabilities 14,653,594 12,777,071 8,277,271 8,400,076 22,930,865 21,177,147
Nel Assets
[nvested in capital assels,
net of related debt 11,693,861 13,583,934 4,430,933 3,780,427 16,124,794 17,364,361
Restricted 283,882 295,993 3,830,776 2,657,252 4,114,658 2,953,245
Unrestricted 12,801,477 7,839,719 8,507,289 7,960,768 21,308,766 15,800,487
Total net assets $ 24779220 § 21,719646 3 16,768,998 3 14,398,447 § 41548218 $ 136,118,093
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An additional portion of the County's net assets (10 percent) represents resources that are subject to
external restrictions on how they may be used. The remaining balance of unresiricted net asseis
(51 percent or $21,308,766) may be used to meet the government’s ongoing obligations to citizens
and creditors.

At the end of the current fiscal year, the County is able to report positive balances in all three
categories of net assets, both for the government as a whole, as well as for its separate govemmental
and business-type activities. The same situation held true for the prior fiscal year.

The government’s net assets increased by $5,430,125 during the current fiscal year. This increase
largely reflects the mandated change in collection date of the entire December 2007 property tax
levy to July 2007. Also, the county saw the taxable value of property increase by 8.4% in 2007.

Isabella County Change in Net Assets

Gavernmental Business-type
Agtivities Acitivities Total
2007 2006 2007 2008 2007 2006
Reverues:
Pregram revenues:
Charges for sesvices 5 6452795 S 6888231 § 9855807 $ 8998114 S 16,408,602 § 15886345
Cperaling grams and contributions 6,103,937 7.274,570 293,545 438,182 6,397,482 2182
Capital grams and contritutions 73,939 439,063 - - 73,939 439,063
General revenues:
Property Lawes 13087917 10,864,855 1,223,378 1,150,880 14,311,295 12115735
Grants and contibutions noX
resiricted to specific programs 568,277 410176 - 76,544 558,277 486,720
Urreslricted investment eamings 532,088 384489 398,090 632,173 530,178 1,036,668
Gain on dispasal of capital assets - - 7,000 - 7,000 -
Mscailaneous revenue 122176 . 462,571 - 684,747 -
Tolal revernes 26,941,129 26,361.384 12,340,294 11,315,859 39,281,520 37.677.283
Expenses
General government 9,037,551 5,151,468 - - 9.037,581 5,151,468
Public safety 7,244,033 6,993.809 - - 7,244,038 £.993,809
Public works 27166 117,136 - - 327,166 117,136
Health and weifare £.019,736 5651,353 - - 6,019,736 5,651,353
Community & Econonmic Develop 230,869 3,751,725 230,859 375,725
Culture and recreation 704,189 1,057,792 - - 704,189 1,057,792
Irerest on detdt 172,524 297,716 - - 172524 297,716
Delinquert property Lax - - 179,154 70,472 179,154 70,472
Recyding facility . - 1,115,104 897,929 115,104 897,929
Buiiding [rspections - - 243,190 297.811 343,19%0 27,811
Concessions. - - 109.441 129,915 109,441 120915
Medical care facility - - 8,368,433 7.993.776 8,368,433 7,993,776
Total expenses 23,736,073 23,020,899 10,115,222 9,389.503 33,851,395 32.410,902
Revenues over (under) expenses
before transfers 3205056 3,340,385 2,225,069 1,925,996 5.430,125 5,266,341
Transfers - intemal actities (145,482) 429,404 145,482 (429,404) - -
|ncraace (decrease) in net assels 3,009,574 3,769,788 2.370.551 1,496,582 5,430,125 5,266,381
Net assels, beginning of year 21,719,646 17.949.857 14,398,447 12,901,855 36,118,093 30,851,712
Total net assets § 24773220 §  21,719646 § 16768998 § 14398447 § 41548218 S 36118093
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Governmental activities. Governmental activities increased the County’s net assets by $3,059,574.
Key elements of this increase are as follows:

Property taxes increased by approximately 19%. Over 55% of this increase was due to
the collection of new senior millage of .88 mils veted in on the November 2006 ballot.
Also, the taxable value of property increased by over 8.4 % from 2006 to 2007.

Due to more aggressive investments of idle cash and more favorable interest rates,
unrestricted investment earnings were up almost 40% compared to the prior fiscal year.
This is an increase of over 100% in investment earnings over the past two fiscal years,
Total expenses increased by 3% in 2007, while total revenue increased by 2%. This is
primarily due to property tax increases discussed above.

Expenses and Program Revenues — Governmental Activities
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Revenues by Source — Governmental Activities
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Business-type activities. Business-type activities increased the County’s net assets by $2,370,551
accounting for more than 40% of the growth in the government’s net assets for the current year. Key
elements of these increases are as follows:

e The revenue for the Medical Care Facility in the 2007 fiscal year reflects a full year of
revenue with its expanded capacity. Operating expenses only increased by 3.4% compared
to a 12.8% operating revenue increase.

= Transfers from the Delinquent Tax Revolving fund to other funds were $362,250 less than
the prior year. In addition, there was a large transfer from the general fund to the Building
Inspections Fund of $205,373. These two items represent 24% of the overall net asset
increase in business-type activities.

e The unrestricted investment earnings again increased by a substantial amount for the fiscal
year due to more aggressive investing of idle cash.

¢ The concessions fund continued an increase in revenues of 6% because of a change in vendor
which provided a much greater selection to the inmates and also eliminated the need to carry
products in inventory at year end.

- xviit -



Expenses and Program Revenues — Business-type Activities
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As poted earlier, the County uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Govermmental funds. The focus of the County’s governmental funds is to provide information on
near-term inflows, outflows, and balances of spendable resources. Such information is useful in
assessing the County’s financing requirements. In particular, unreserved fund balance may serve as
a useful measure of a government's net resources available for spending at the end of the fiscal year.

As of the end of the current fiscal year, the County’s governmental funds reported combined ending
fund balances of $11,244,055, an increase of $2,278,118 in comparison with the prior year.
Approximately 96 percent of this total amount ($10,821,099) constitutes unreserved find balance,
which is available for spending at the government’s discretion. The remainder of fund balance is
reserved to indicate that it is not available for new spending because it has already been committed
1) for inventory ($28,550), 2) for prepaid items ($110,524), or 3) for special projects {$283,882).

The general fund is the chief operating fund of the County. At the end of the current fiscal year,
unreserved fund balance of the general fund was 34,867,875 while total fund balance was
$4,942,973. As a measure of the general fund’s liquidity, it may be useful to compare unreserved
fund balance to total fund expenditures. Unreserved fund balance represents 24.5 percent of total
general fund expenditures and transfers out.

The fund balance of the County’s general fund increased by $214,149 during the current fiscal year.
Total revenues decreased by 1%, while total expenses decreased by 3% compared to the prior fiscal
year. The fund balance increase is due in part to the increase of property taxable values, accelerated
collection times, and increased interest revenues.

Praprietary funds. The County’s proprietary funds provide the same type of information found in
the government-wide financial statements, but in more detail.

General Fund Budgetary Highlights

The difference between the original and final amended budget for expenditures resulted in an
increase of §336,412 in appropriations. The largest increases were for 1) Transfer to Capital
Improvements Fund ($129,511) to cover the cost of purchasing new copy machines for all county
departments; 2) Transfer to Building Inspections Fund (8205,373) to reverse indirect costs which
had been charged to this department from 1999 to 2005. As described above, both of these increases
in appropriations were reductions of the fund balance of the general fund as approved by the Board
of Commissioners.

During the year, both general fund revenues and expenditures were more than budgetary estimates,

Although the actual change in fund balance was an increase, it was mostly due to the conditions
previously discussed.
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Capital Asset and Debt Administration

Capital Assets. The County’s investment in capital assets for its governmental and business type
activities as of September 30, 2007, amounted to $28,097,558 (net of accumulated depreciation).
This investment in capital assets includes land, building and improvements, machinery and
equipment, and vehicles, The total decrease in the County’s investment in capital assets for the
current fiscal year was 1 percent.

Major capital asset events during the current fiscal year included the following:

Construction in progress increased by $384,111 in governmental type activities. This
increase is mostly due to construction of a new Commission on Aging Senior Center which is
expected to be completed in June 2008. The remaining $353,357 represents the addition of a
large construction project at one of the county’s parks which was completed in early
November 2007.

Additions to equipment and vehicles totaled $370,894. The largest purchases were twelve
new copiers for $98,944; a new phone systemn, software, server, and GPS unit in various
primary government departments for $77,733; and $147,035 for vehicles in various primary
government departments, including four new vehicles for the Sheniff’s Department

During the fiscal year, a vehicle inventory was taken which resulted in the disposal of 138
vehicles which are no longer owned by the county. These vehicles were almost fully
depreciated and caused a net change of only $2,217. The county also disposed of 20 copy
machines which were gbsolete. These machines were all fully depreciated.

Land was increased by the purchase for the new Commission on Aging Senior Center
construction project.

Buildings and Improvements increased by $55,462 for jail painting, improvements to the Day
Treatment facility, and a new pole building at one of the county parks; the remaining $72,736
were for Medical Care Facility improvements.

Isabella County’s Capital Assets
(net of depreciation)

Govemmental Business-Type
Activities Activilies Toia]
2006 20067 2006 007 2006 2007

Land $ 1926943 $2,142082 $§ 121,953 § 121,953 § 2,048,896 § 2,264,015
Constructiot in progress 348,443 732,554 - - 348,443 732,554
Buildings and

improvemenis 12,250,342 11,336,027 10,450,220 10,263,707 22,700,562 22,099,734
Equipment 1,958,734 1,730,729 898,387 762,462 2,857,121 2,493,191
Vehicles 277,662 329,600 149,914 120,575 427,576 450,175
Other 51.495 57.869 - - 51.495 57.869
Total net assels $16,813619 $16,828861 §11,620474 $11,268.697 § 28,434,093 §28,097558

Additional information on the County’s capital assets can be found in note F on pages 32-37 of this

report.

- XXi-



Long-term debt. At the end of the current fiscal year, the County had total debt outstanding of
$14,223,305. Of this amount, $12,025,000 comprises debt backed by the full faith and credit of the
government. The remainder of the County’s debt represents leases, postclosure landfill costs, long-
term insurance claims, and compensated absences.

Isabella County’s Outstanding Debt

Governmental Business-Type
Activities Activjties Totl
2006 007 20606 2007 2006 007

General obligation bonds $ 5,465,000 §$5,135000 § 7,190,000 § 6,890,000 3 12,655,000 § 12,025,000
Capital leases 29,685 - 1,220 - 30,905 -
Postclosure landfill costs 1,077,585 1,008,197 - - 1,077,585 1,008,197
Accrued compensated

absences 819,275 §29.874 381,346 412,470 1,200,621 1,242,344
Deferred charges - - (55,718) (52.236) (55718) (52,236)
Total net debt $.72,391545 $6973.071 3§ 7516848 § 7,250,234 § 14908393 §14,223.305

General Obligation Bonds - $12,025,000

The County’s total governmental activity debt decreased by $418,474 (5.7 percent) during the
current fiscal year.

The County’s total business-type activity debt decreased by $266,614 (3.5 percent) during the
current fiscal year.

The County’s bond rating ranges from A to AAA. The AAA rating is given for bond issues that are
backed with millage levies.

State statutes limit the amount of general obligation debt a governmental entity may issue to 10
percent of its total assessed valuation. The current debt limitation for the County is $141,007,005
which is significantly in excess of the County’s outstanding general obligation debt.

Additional information on the County’s long-term debt can be found in note G on pages 37-43 of
this report.
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Economic Factors and Next Year’s Budgets and Rates

In order to maintain financial stability over the long term, the budgeting practice in Isabella County
is to not only adopt a balanced budget as required by law, but to manage its budget in a manner such
that actual expenses do not exceed actual revenues on an annual basis. This pelicy, along with a
conscious awareness of the fund balance, has given Isabella County the reserves necessary to
address this difficult economic time without resorting to a crisis-management approach. It has
permitted the County Board to utilize its annual budget process as the primary vehicle to make
decisions on the type and level of county services to be provided. When unexpected revenue losses
or expenditure increases occur during the year, they will be addressed through short term
expenditure reduction measures such as reductions in controllable expenses, hiring delays, and
deferrals of capital expenditures.

e As the economy has slowed, there have been financial impacts to the county. Although property
tax revenues remain stable, programs that rely on state and federal grants have suffered financial
losses as grant funding remains unchanged or is reduced.

e The October, 2007 unemployment rate for Isabella County was 4.9%, which is an increase from
a rate of 3.9% a year earlier. This was less than the State’s October, 2007 average unemployment
rate of 6.7% and slightly more than the national average rate of 4.8%.’

e Two Michigan constitutional laws limit property tax growth to the rate of inflation or a
maximum allowable increase in assessment of 5.0 percent, whichever is less. Property tax
revenue anticipated for the ensuing fiscal year will reflect the restrictions of these laws as well as
an cstimated reduction in tax revenue from captured values {l.ocal Development Finance
Authorities, Downtown Development Authorities, and Tax Increment Finance Authorities),
brownfield zones, and board of reviews.

e Public Act 357 of 2004 (MCL 211.44a) created a funding mechanism to serve as a substitute to
state revenue sharing payments. Isabella County will gradually shift its county operating
property tax millage from a winter tax levy to a summer tax levy over three consecutive years.
The County is required to deposit an amount equal to the County's December 2004 property tax
levy into a separate special revenue fund in three separate distributions as follows:

o in 2005, 1/3 from the December 2004 property tax levy
o in 2006, 1/3 from the December 2005 property tax levy
o in 2007, 1/3 from the December 2006 property tax levy
The County is then allowed to make distributions from the special revenue fund in an amount not

to exceed its October 1, 2003 through September 30, 2004 revenue sharing payments adjusted
for inflation.

! Michigan Department of Labor and Econamic Growth
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During the current fiscal year, unreserved — undesignated fund balance in the general fund increased
to $3,017,099.

Requests for Information
This financial report is designed to provide a general overview of the County’s finances for all those
with an interest in the government’s finances. Questions concerning any of the information provided

in this report or requests for additional financial information should be addressed to the Isabella
County Administration Office, 200 N. Main St., Mt. Pleasant, Michigan 43858.
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BASIC FINANCIAL STATEMENTS



Isabella County, Michigan
STATEMENT OF NET ASSETS

September 30, 2007

Primary Govemment

Govemnmental  Business-type Component
Activities Activities Total Units
ASSETS
Current assatls
Cash and cash equivalents $ 9,149,461 $ 4,095316 § 13,244,777 § 5,453,826
Investments 4,636,265 1,433,875 6,070,140 1,835,564
Receivables 2,756,940 3,554,757 6,311,697 4,669,704
Inventories 28,550 4,464 33,014 603,207
Due from other governmental units 1,075,215 201,886 1,277,101 1,818,206
Prepaids 121,412 19,500 140,912 212,154
Current portion of land coniract raceivable - - -0- 14,320
Current portion of lease receivable 5,135,000 - 5,135,000 190,000
Restricted cash and cash equivaienis - 3,522,571 3,522,571 -
Internal balances (298,890 298,890 -0- -
Total current assets 22,603,953 13,131,259 35,735,212 14,797,991
Noncurrent assets
Investments - 646,313 646,313 -
Land contract receivable - - -0- 7574
Lease receivable - - -0- 8,320,000
Capital assets not being depreciated 2,874,636 121,953 2,996,589 21,719,305
Capital assels being depreciated, net 13,954,225 11,146,744 25,100,969 59,303,113
Total noncwrent assets 16,825,861 11,915,010 28,743,871 89,349,992
TOTAL ASSETS 39,432,814 25,046,269 64,479,083 104,147,983
LIABILITIES
Curvent liabilities
Accounts payable 942,942 455,615 1,298,557 751,501
Accrued wages 384,386 192,904 577,290 155,823
Other accrued liabilities 103.728 119421 223149 225,831
Due to olher govemmental units 969,720 - 969,720 362,285
Advances from other governmental units - - -0- 145,108
Uneamed revenue 5,279,747 257,507 5,537,254 1,205,404
Current portion of compensated absences 331,949 29,774 361,723 368,889
Current portion of long-term debt 405,464 315,000 720,464 1,288,014
Tofal current liabilities 8,417,936 1,370,221 9,788,157 4,512,955
Noncurrent liabilities
Compensated absences 497 925 384,286 882,211 494,312
Noncurrent portion of long-term debt 5,737,733 6,522,764 12,260,497 13,434,463
Total noncurrent liabilities 6,235,658 6,807,050 13,142,708 13,928,775
TOTAL LIABILITIES 14,653,594 8,277,271 22,930,865 18,441,730
NET ASSETS
Invested in capital assets, net of related debt 11,693,861 4,430,933 16,124,794 74,722,187
Restricted 283,882 3,830,776 4,114,658 3,348,887
Unrestricted 12,801,477 8.507,289 21,308,766 7,635,179
TOTAL NET ASSETS $ 24779220 § 16,768,998 § 41,548218 $ 85,706,253

See accompanying notes to financial statements,



Isabella Gounly, Michigan

STATEMENT OF ACTIVITIES

Year Ended Seplembar 30, 2007

Program Ravenues

Nat {Expense) Revenue and
Changes In Net Assels

Piimary Government

Charges for Cperaling Granls Capital Grants Governmanial Business-type Componenl
Funclions/Programs Expenses Services and Conlrbulicns and Conlributions Activitias Activities Toul Units
Primary govemment
Governmenlial aclivilies
Genaral govemnment S 9037.551 § 3014558 5§ 2079273 § 6500 § (3,937.220) $ - S (3831220) § -
Public safety 7,244,038 2511478 1,393,381 21,272 {3.317.927) - {3.317.927) .
Pubilic works 327,166 126,847 27,223 - {173,096} - {173,086) .
Health and wellare 6.019,736 494,261 2,452,560 - (3,072,915} - {3.072.915) -
Communily and economic devefopmeant 230869 35,974 151,520 8.250 {33.125) - (33,125) -
Recreation and cultural 704,189 268,677 . 36,917 {398,595} (398,595) -
Inlerest on long-term dabt 172,524 - - - (172.524) - {172,524) -
Tolal governmental activities 23,736.073 6,452,795 6,103,937 73,839 {11,105.402} -0- {11,105,402) -0-
Business-lype aclivities
Medical Gare Facliily 8,368,433 8,188,068 75,112 . (105,253) (105,253) .
Delinquent tax 179,154 491,552 - . . 312,398 312,396 -
Building inspections 343,180 302,560 - - - (40.630) {40,630) -
Recycling 1,415,104 738,576 218433 - - (158,085) {158,085) -
Concesslons 109,441 235,051 - . - 125610 125,810 -
Telal businass-type aclivilies 10.115.322 9.955.807 293.545 0 -0 134.030 134,030 -0
Tolal primary government $ 33,851,395 $ 18,408,602 $ 8,397,482 $ 73.939 (11,105,402) 134,030 (10,974,372} -0-
Component units
Road Commission § 7200675 s 52,468 b} 4,763,543 L] 5,353,882 - . - 2,869,216
Transponation Commission 3,840,582 £51,628 1,979,076 595,407 - . - {714,468}
Health Dapartment 8,817,681 2,185,849 6,795,395 - - - - 163,563
Drainage Distrcis 431,285 . 420,751 1,264,672 - - - 1,254,138
Board of Putlic Works 472,734 480,788 - - - - - (11.848}
Total component unils $ 20,762,957 $ 3,250,720 $ 13,958,767 § 7&13;9@1 -0- -0- - 3,660,500
General ravenues
Proparty 1axes 13,087,917 1,223,378 14.311.295 1,214,378
Unreslricled granls and contributions 568.277 - 568,277 -
Invesiment eamings 532,088 398,080 930,178 233,879
Gain on disposal of capilal assals - 7,000 7,000 29,258
Other "122.176 482,571 584,747 13,823
Transfers (145,482) 145,462 0- .
Total general revenues and Iransfers 14,164,976 2,236,521 16,401,497 1,491,438
Change in net asesls 3,059,574 2,370,551 5,430,125 5,151,938
Nel assels, beginning of the year 21,719,646 14,398,447 36.116.083 80,554,315
Nei assels, end of lhe year $ 24,779,220 $ 15768998 § 41548218 § 85706253

See accompanying notes to financial stalemens.




Isabella County, Michigan
GOVERNMENTAL FUNDS BALANCE SHEET

September 30, 2007

Revenue
Tribal Sharing
General Contribution Reserve
ASSETS
Cash and cash equivalents $ 3919315 $ 443849 § 1,666,233
Investments 2,569,489 1,000,000 -
Accounts receivable 23,953 880,768 970
Taxes receivable 922,915 - -
Lease receivable - - -
Due from other governmental units
Federal/State 288,286 - -
Local 207,345 20,977 -
Inventories 17,189 - -
Prepaids 57,909 - -
Due from other funds 462,550 - 2,430,000
TOTAL ASSETS $ 8468951 § 2355594 $ 4,097,203
LIABILITIES AND FUND BALANCES
LIABILITIES
Accounts payable $ 349201 § 121,752 % -
Accrued wages 268,062 19,551 -
Due to other governmental units
Federal/State - - -
Local 21,995 870,194 -
Due to other funds 2,529,420 535,421 -
Deferred revenue 357,300 808,475 -
TOTAL LIABILITIES 3,525978 2,355,393 -0-
FUND BALANCES
Reserved for
Denations for special projects - - -
Inveniories 17,188 - -
Prepaids 57.909 - -
Capital projects - - -
Equipment replacement - - -
Unreserved
Designated 1,850,776 - -
Undesignated, reported in
General fund 3,017,099 - -
Special revenue funds - 201 4,097,203
Debt service - - .
TOTAL FUND BALANCES 4,942,973 201 4,097,203
TOTAL LIABILITIES
AND FUND BALANCES $ 8,468,951 % 2355594 & 4,097.203

See accompanying notas to financiat statements.



Building Naonmator Total
Authority Govemmental Governmenlal
Chilg Care Bends Funds Funds
$ 17,980 $§ 326,746 $ 2,120,839 §$ 8,494,962
391,871 - - 3,961,360
- - 882,913 1,798,604
- - - 922,915
- 5,136,000 - 5,135,000
189,051 - 309,349 786,686
1,707 - - 230,029
- - 11,361 28,550
49,330 - 4,335 111,574
- - 794,939 3,687,489
$ 649939 § 5461,746 % 4123736 § 25,157,168
$ 77616 3 - § 345623 & 894,192
2.017 - 94,756 384,386
61,531 - 16,000 77,531
- - - 892,189
65,639 203,005 588,809 3,822,294
5,135,000 1.441,747 7,742,522
206,803 5,338,005 2,486,935 13,913,114
- - 45,181 45,181
- - 11,361 28,550
49,330 - 3,285 110,524
- - 47,448 47 448
- - 191,253 191,253
- - - 1,850,776
- - - 3.017,099
393,806 1,338,273 5,829,483
- 123,741 - 123,741
443,136 123,741 1,636,801 11,244,055
$ 649,939 § 5461746 § 4,123,736 $ 25,157,169




[sabella County, Michigan

RECONCILIATION OF THE GOVERNMENTAL FUNDS BALANCE SHEET
TO THE STATEMENT OF NET ASSETS

September 30, 2007

Total fund balance - governmental funds $ 11,244,085
Amounts reported for the governmental aclivities in the statement of net assets are different because:

Capital assets used in governmental activities are not financial resources
and therefore are not reparted as assets in the governmental funds.

The cost of capilal assets is $ 29,521,296
Accumulated depreciation is (12,692,435)
Capital assets, net 16,828,861

Long-term receivables are not available to pay for current period expenditures
and are therefore deferred in the funds. These consist of;

Property taxes 352,775
Lease receivable 5,135,000
Less: lease receivable from other County funds (3.025,000)
2,462,775
Internal service funds are used by management to charge the costs of
certain activities to individual funds.
Net assets of governmental activities accounted
for in Internal Service Funds 1,320,328
Long-term liabilities are not due and payable in the current period and
therefore are not reported in the Governmental Funds Balance Sheet.
Long-term liabilities at year-end consist of:
Direct County obligations 6,143,197
Accrued interest payable 103,728
Compensated absences 829,874
(7,076,799)
Net assets of governmental activities $ 24,779,220

See accompanying notes to financial statements.,



Isabella County, Michigan
Governmenial Funds
STATEMENT OF REVENUES, EXFENDITURES, AND CHANGES IN FUND BALANCES

Year Ended Seplember 30, 2007

Revenue
Tribal Sharing
General Contribution Reserve
REVENUES
Taxes $ 11,909,935 $ 1179867 § -
Licenses and permits 94,403 - -
Intergovernmental 1,740,476 - -
Charges for services 3,901,866 - -
Fines and forfeits 266,437 - -
Interest and rents 641,574 - 145,163
Caniributions - - -
Other 91,742 ) - -
TOTAL REVENUES 18,646,433 1,179,867 145,163
EXPENDITURES
Current
General government 7,468,815 206,623 -
Public safety 4,764,685 956,631 -
Public works 321,908 - -
Health and welfare 964,875 - -
Community and economic development 229,521 - -
Recreation and cultural 4,263 15,767 -
Other 382,483 - -
Debt service - - -
Capital outlay - - -
TOTAL EXPENDITURES 14,136,550 1,179,021 -0-
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES 4,509,883 8486 145,163
OTHER FINANCING SOURCES (USES)
Transfers in 1,353,428 - 2,501,750
Transfers out (5,659,162) (847)  {1.149,581)
TOTAL OTHER FINANCING SOURCES {(USES) (4,295,734) (847} 1,352,169
NET CHANGE IN FUND BALANCES 214,149 (1) 1,497 332
Fund balances, beginning of year 4,728,824 202 2,599,871
Fund balances, end of year $ 4942973 ¢ 201 $ 4,097,203

See accompanying notes to financial stalements.



Building Nonmajor Total
Authority Governmental  Governmental
Child Care Bonds Funds Funds

3 - § 670588 § 507,384 § 14,267,784
- - 268,677 363,080

979,922 - 2,328,651 5,048,048
216,385 - 1,168,199 5,286,450

- - 12,942 279,379

- 275,876 43,114 1,105,727

- - 359,798 359,798

1,445 - 59,140 152,327
1,197,752 946,474 4,747,905 26,863,594

- - 863,407 8,538,845

- - 972,283 6,693,599

- - - 321,908

2,441,847 - 2,563,557 9,970,279
- - - 229,521

- - 657,627 677,657

- - - 382,483

- 607,765 - 807,765

- - 1,017,937 1,017,637

2,441,847 607,765 6.074,811 24,439,894
(1,244,095) 338,709 (1,326,906) 2,423,600
1,203,891 333,424 1,895,547 7,298,040
- {5597,926) {36,006) {7.443.522)
1,203,891 {264,502) 1,859,541 {145,482)
(40,204) 74,207 532,635 2,278,118
483,340 49,534 1,104,166 8,965,937

$ 443136 $ 123,741 % 1,636,801 § 11,244,055




Isabella County, Michigan

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES [N FUND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

Year Ended September 30, 2007

Net change in fund balances - total governmental funds $ 2,278,118
Amounts reported for govemmental activities in the statement of activities are differend because:
Capital outlays are reported as expenditures in governmental funds. Hawever, in the

statement of activities, the cost of capital assets is allocated over their estimated useful lives
as depreciation expense. In the current peried, these amounts are:

Capital outlay $ 976,750
Depreciation expense (961,508)
Excess of capital outlay over depreciation expense 15,242

Revenues in the statement of activities that do not provide current financial resources
are not reported as revenues in the funds. 22,146

Intermal service funds are used by management to charge the costs of
certain activities (o individual funds.

Net operating income from govemmental aclivities accounted

for in intemal service fund 264,037
Add: Interest revenue 55,389
319,426
Repayment of long-term debt and borrowing of long-term debl is reported as expenditures and
other financing sources in govermmental funds, but the repayment reduces long-term
liabilities and the borrowings increase long-lerm liabilities in the statement of net assets.
In the currant year, these amounts consist of:
Repayment of long-term debt 359,685
Decrease in long-term liability for environmental remediation 69,388
429,073
Some ilems reported in the statement of aclivities do not require the use of current financial
resources and therefore are not reported as expenditures in governmental funds. These
aclivities consist of:
Decrease In accrued interest payable 6,168
(Increase) in accrued compensated absences (10.599)
{4,431)
Change in net assets of governmental activities $ 3,059,574

See accompanying notes to financial slatements.



Isabella County, Michigan
Proprietary Funds
STATEMENT OF NET ASSETS

September 30, 2007

Govemmental
Business-type Activilies Activities
Medical Delinqueant Nonmajor Intemal
Care Tax Enterprise Service
Facility Revolving Funds Total Fund
ASSETS
Curren! assets
Cash and cash equivalents $ 1660833 § B12442 $ 1403874 $ 3877149 §& 872666
Investments - 608,906 600,000 1,208,906 899,874
Receivables
Accounts 1,210,581 669 103,159 1,314,409 47,228
Delinquent taxes 13,647 2,212,425 - 2,226,072 -
Due from other govermmental units 101,656 - 80,730 182,386 78,000
Due from other funds - 285,909 35,408 321,317 74,259
Due from patient trust fund 2,469 - - 2,469 -
Inventories - - 4,464 4 464 -
Prepaids 15,777 - 444 16,221 13,117
Resiricted cash and cash equivalents 3,622,571 - - 3,622.571 -
Tolal current assels 6,527,534 3,920,351 2,228,079 12,675,964 1,985,144
Noncurrent assels
Investments - 646,313 - 646,313 -
Capital assets not being depreciated - - 121,853 121,953 -
Capilal assets being depreciated, net 10,004,501 - 1,142,243 11,146,744 -
Total noncurmrent assets 10,604,501 646.313 1,264,196 11,915,010 -0-
TOTAL ASSETS 16,532,035 4,566,664 3,492,275 24,590,974 1,985,144
LIABILITIES
Current kiabilities
Accounts payable 228,666 - 210,699 439,365 65,000
Accrued wages 173,603 2,330 16,971 192,904 -
Due to other funds - 1,006 59 1,065 159,706
Interest payable 119,421 - - 119,421 -
Cuwirent porlion of compensated absences 15,000 636 14,138 29774 -
Current porlion of capital lease payable 315,000 - - 315,000 -
Uneamed revenue 228,428 - 29,079 257,507 -
Total current liabilities 1,080,118 3972 270,946 1,355,036 224,706
Noncurrent liabilities
Compensaled absences 363,656 954 19,676 384,286 -
Capital iease payable ©6.522,764 - - 6,522,764 -
Total noncurrent liabilities 6,886,420 954 19,676 6,907,050 -0-
TOTAL LIABILITIES 7.966,538 4,926 250,622 8,262,086 224,706
NET ASSETS
Invested in capital assets, net of relaled deht 3,166,737 - 1,264,196 4,430,933 -
Restricted for
Equipment replacement - - 521,138 521,138 -
Nonexpendable 55,226 - - 55,226 -
Expendable 3,254,412 - - 3,254,412 -
Unrestricted 2,089,122 4,561,738 1,416,319 B,067,179 1,760,438
TOTAL NET ASSETS $ B565.497 $4,551,738 $ 3,201,653 § 16,328,888 $ 1,760,438

See accompanying notes 1o financial statements.



Isabella County, Michigan

RECONCILIATION OF THE ENTERPRISE FUNDS STATEMENT
OF NET ASSETS TO THE STATEMENT OF NET ASSETS

September 30, 2007

Total net assets - enterprise funds $ 16,328,888
Amounts reported for business-type activities in the staiement of net assets are different because:

internal service funds are used by management to charga the costs

of cerlain activities, such as insurance and other centralized costs, to

individual funds. The assets and liabilities of certain internal services

are included in business-type activities.

Add: portion cf net assets of business-type activilies accounted for in the
inlernal service fund 440,110

Net assets of business-type activities $ 16,768,998

See accompanying notes to financial slatements.
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Isabella County, Michigan

Proprietary Funds

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS

OPERATING REVENUES
Charges for services
Sales
Reimbursements
Interest and penzlties on delinquent taxes

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Personal services
Supplies
Conlraclual services
Other services and charges
Cost of goods sold
Heallh insurance benefils, premiums, and fees
Depreciation expense

TOTAL OPERATING EXPENSES
OPERATING INCOME (LOSS)

NONOPERATING REVENUES (EXPENSES)
Intergovernmental
State
Local
Property laxes
Interest revenue
Rental income
Sale of capilal assels
Interest expense
Other

TOTAL NONOPERATING REVENUES

INCOME (LOSS) BEFORE OTHER
FINANCHNG SOURCES (USES)

OTHER FINANCING SOURCES {USES)
Transfers in
Transfers out

TOTAL OTHER FINANCING
SOURCES {USES)

CHANGE IN NET ASSETS
Nel assets, beginning of year

Net assets, end of year

See accompanying notes to financial statements,

Year Ended Seplember 3¢, 2007

Governmental
Business-type Activities Activities
Medical Delinquent Nonmajor Intarnal
Care Tax Enterprise Service
Facility Revolving Funds Total Fung

$8,188,068 § 121561 § 759,229 § 9,068,858 $ 2,538,873
- - 651,891 651,891 -
. - - -0- 66,317
- 235.058 - 235,058 -
8,188,068 356,619 1,411,120 9,955,807 2,605,190
4,430,592 92,354 536,179 5,058,125 -

629,087 - 41,958 671,045 -
1,494,189 - 809,578 2,303,767 -
1,159,327 - 89,178 1,248,505 -

- - 79,105 79,105 -
- - - -6 2,310,687
310,447 - 98,537 488,984 -
8,103,642 92,354 1,654,535 9,850,531 2,310,587
84,426 264,265 {243,415} 105,276 294,603
- - 19,429 19,429 -
75112 - 199,004 274,116 -
1,223,378 - - 1,223,378 -
178,423 105,653 114,014 388,090 55,389
112,750 112,750
- - 7,000 7.000
(295,357} (295,357)

348,547 - 1,274 349,821 -
1,642,853 105,653 340,721 2,089,227 55,389
1,727,279 369918 97,306 2,194,503 349,992

- - 358,482 368,482 -

- (213.000) - {213,000) -

-0- {213,000) 358.482 145,482 -0-
1,727,279 156,918 455,788 2,339,985 349,992
6.838.218 4,404,820 2,745,865 13,988,903 1,410,446
§8,565497 34,561,738 $3,201,653 $16,328.888 $ 1,760.438

-11-



Isabella County, Michigan

RECCNCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND
NET ASSETS OF ENTERPRISE FUNDS TO THE STATEMENT OF ACTIVITIES

Year Ended September 30, 2007

Change in net assets - total enterprise funds $ 2,339,985
Amounts reported for business-type activities In the statement of activities are different because:

Internal service funds are used by management to charge the costs of certain activities,

such as insurance and other centralized costs, to individual funds. A portion of the net revenue

{expense) of the intemal service fund is reported with business-type aclivilies.

Add: increase in net assets from business-type activities accounted for in the

internal service fund 30,566
Change in net assets of business-type activities $ 2,370,551

See accampanying noles to financial statements.

-12-



Isabella County, Michigan
Proprietary Funds
STATEMENT OF CASH FLOWS

Year Ended Septemnber 30, 2007

Governmenlal
Business-type Aclivilies Aclivities
Medical Dalinguent Nonmajor Intemal
Care Tax Enterprise Sarvice
Facility Revalving Funds Tolal Fund
CASH FLOWS FROM OPERATING ACTIVITIES
Cash receipts from customers $ 8167915 $§ 121561 $ 1548504 S 9,837,880 § 2580668
Cash paid lo suppliers (4.070,918) - (1,101802)  (5,172,820) (1.853,607)
Cash paid for employee servicas and benslils (3.855,767) (88,434) (533,959) {4,478,190) -
Interast an delinquent laxes - {581,170} - (581,170) -
NET CASH PRCVIDED (USED) BY
QPERATING ACTIVITIES 241,230 (548,043) (87,387) (384,200) 727,061
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Quality assurance program 329,899 - - 329,899 -
Transfers in - - 153,109 153,109 -
Transfers oul - (213.000) - (213,000) .
StatefFederat grants - - 218.433 218,433 -
NET CASH PROVIDED (USED) BY
NONCAPITAL FINANCING ACTIVITIES 329,899 (213.000) 371,542 488,441 -0-
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Property tax collections 1,226,620 - - 1,226,620 -
Transfers in - - 205,373 205,373 -
Principal payments on capital debt (300.000} - - (300,000) -
Acquisition and construction of capital assets (81.043) - (52,682) (133,725) -
Capital contributions 93,760 - - 93,760 -
Sale of capital assels - - 7.000 7,000 -
NET CASH PROVIDED BY CAPITAL AND
RELATED FINANCING ACTIVITIES 939,337 «0- 159,691 1,099,028 -0-
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments - (275,082} {176.,709) (451,791} (899,874)
Intarast revenue 178,423 105,853 114,014 398.090 55,389
NET CASH PROVIDED (USED) BY
INVESTING ACTIVITIES 178.423 {169,429) (62,695) {63.701) (844.485)
NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS 1,686,689 (930.472) 381,151 1,139,568 (117,424}
CGash and cash equivalents, beginning of year 3.494,615 1,742,914 1,022,723 6.260,152 950,090
Cash and cash equivalents, end of year $5183404 $§ 812442 S 1403874 $ 7399720 & B72.666

See accompanying nates lo financial stalements.
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Reconciliation of operaling income (loss) 1o net
cash provided (used) by aparating activities
Qperaling income (loss)
Agjustments lo reconcile agperating income (loss)
to net cash provided {used} by operating
activities
Deprecialion
Other income
(Increass) decrease in receivables
(Increase} decrease in due from olher
govemmental unlis
{Increase) decreasa in prepaids
{Increase) in inventory
{Increase) decrease in due from other {unds
(Increase) in due from palient trust
Increase in accounts payable
{Decreasa) in intarast payahle
Increase (decraase) in accrued liabilities
Increase (decrease) in dus to other funds
(Decrease) in defarred revenue

NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES

BGovemmenlal

Business-type Activities Aclivities
Medical Delinquent Nonmajer Internal
Care Tax Enlerprise Service
Facility Revelving Funds Total Fund
§ 84426 § 264265 S {243415) § 105276 S 294,603
390,447 - 98,537 488,984 -
- - 1,274 1.274 -
{91,692) (581,609) (25,800} {699,101) 41,795
{38,982) 50.872 161,810 173,800 (151.366)
1,596 - {444) 1,152 543,461
- - (2.944) (2,944) -
- (285,909) a7 (285,822) -
(1.727) - - (1.727) -
33,799 - 76,039 109,838 -
(3.750) - - (3.750) -
(130,789) 3,920 2,190 (124,679) -
- 418 {150,366) (149,948) (1.432)
{2.098) - {4.455) {6.553) -
3 241230 S5 (548043) S (87.387) § (394.200) & 727,061

-f4-



Isabella County, Michigan
Fiduciary Funds
STATEMENT OF NET ASSETS

September 30, 2007

Agency
Funds
ASSETS
Cash and c¢ash equivalents $ 1,471,727
Prepaids 28,386
TOTAL ASSETS $ 1,500,113
LIABILITIES
Due to other governmental units
Federal/State $ 160416
Local 745,607
Due to individuals and agencies 594,090
TOTAL LIABILITIES $

1,500,113

See accompanying notes to financial stalements,
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Isabella County, Michigan

Companent Units

COMBINING STATEMENT OF NET ASSETS

September 30, 2007

ASSETS

Currenl assets
Cash and cash equivalents
Investments
Receivables
Due from other governmental units
Inventories
Prepaids
Current portion of land contract receivable
Current portion of lease receivable

Total current assets

Noncurrent assets
Land contract receivable
Lease receivable
Capital assets, not being depreciated

Capltal assets, net of accumulated depreciation

Total noncurrent assets
TOTAL ASSETS

LIABILITIES
Current liabilities

Accounts payable
Accrued wages
Due to other governmental units
Accrued interest payable
Other accrued llabilities
Advances from other governmental units
Unearned revenue
Current portion of compensated absences
Current portion of long-term debt

Total current liabilities
Noncurrent liabilities
Noncurrent portion of compensated absences
Noncurrent portion of long-term debt
Total noncurrent liabilities
TOTAL LIABILITIES
NET ASSETS
Invested in capilal assals, net of related debt
Restricted
Unrestricted

TOTAL NET ASSETS

See accompanying notes to financial stalements.

Isabella County

Central Michigan

Road Transportation  District Health
Commission Commission Department
$ 1,189,049 $ 1,244,049 % 421,583

1,818,691 45,913 418,633

106,251 221,103 1,485,006
173,539 118,512 278,571
122,426 55,372 35,356
11,310 3,010 -
3,421,266 1,687,959 2,640,019

- 7.574 -
21,268,737 54,004 -
42,368,396 3,893,805 999,560
63,637,133 3,955,383 999,560
67,058,399 5,643,342 3,639,579
517,077 28,374 205,319

- 35,017 120,806

163,524 186,311 -
14,354 9,086 12,770
90,756 5,440 33,848
11,030 - 134,078

. 40,817 849,390

- 68,937 289,952

215,128 101,631 177,500
1,011,869 475,613 1,833,663
206,123 - 288,189
348,094 287,779 1,176,256
554,217 287,779 1,464,445
1,566,086 763,392 3,298,108
63,059,567 3,558,388 {354,196)
2,432,756 - -
- 1,321,551 695,667

$ 65,492,313 $ 4,879,850 3 341,471
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Board of Total
Drainage Public Component
Districts Works Units

$ 2532928 § €6,257 $ 5,453,836
1,835,564 . 1,835,564
2,377,558 8.309 4,669,704
- 4,946 1,818,206
32,585 - 603,207
- - 213,154
- - 14,320
- 190,000 150,000
6,778,635 270,112 14,797,881
- - 7.574
- 8,320,000 8,320,000
380,564 16,000 21,719,305
11.993,952 47,400 59,303.113
12,374,516 8,383,400 89,349,892
19,153,151 8,653,512 104,147,983
- [y 761,501
- - 155,823
- 12,450 362,285
54,731 4,946 95,887
- - 130,044
- - 145,108
315,197 - 1,205,404
- - 368,889
613,755 190,000 1,298,014
983,683 208,127 4,512,955
- - 494,312
3,302,334 8,320,000 13,434,463
3,302,334 8,320,000 13,928,775
4,286,017 8,528,127 18,441,730
8,458,427 74,722,187
816,131 - 3,348,887
5,492,576 125,385 7.635,179
$ 14867134 § 125385 § 85706,253
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Isabella County, Michigan
Component Units
STATEMENT OF ACTIVITIES

Year Ended September 30, 2007

Program Revenues Net {Expense)
Operating Capltal Revenues and
Charges for Granis and Grants and Changes in
Functions/Programs Expanses Services Contributions Conlributions Nel Assets
Governmental activities

Road Commission 7,200675 % 52,466 % 4,763543 & 5353882 § 2,969,216

Transportation Commission 3,840,582 551,628 1,979,078 595,407 (714,469)

Health Department 8,817,681 2,185,849 6,795,395 - 163,563

Drainage Districts 431,285 - 420,751 1,264,672 1,254,138

Board of Public Works 472,734 460,786 - - (11,848)

TOTALS 20,762,957 $ 3,250,729 § 13,958,767 % 7,213,961 3,660,500
General revenues

Taxes 1,214,378

Investment earnings 233,879

Gain on disposal of capital assets 29,253

Qther 13,923

Total general revenues. 1,491,438

CHANGE IN NET ASSETS 5,151,938

Restated net assets, beginning of year 80,554,315

Net assets, end of year $ 85,706,253

See accompanying notes to financial statements.
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Isabella County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE A. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Isabella County was organized in 1856 and covers an area of 572 square miles divided into 16 townships, 1 village,
ang 2 ctties. The County sea! is located in the City of Mt. Pleasant. The County operates under an elected county
Board of Commissioners and provides services to its more than 63,000 residents in many areas including law
enforcement, administration of justice, community enrichment and development, and human services.

The financial stalements of the County have been prepared in accordance with accounting principles generally
accepted in the United Slates of America (GAAP) as applied to County governments. The Governmental
Accounting Standards Board is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles. The County’s more significant accounting policies are described below.

1. Reporting Entity

As required by accounting principles generally accepied in the United Stales of America; GASB Statement 14, The
Financial Reporting Entily (as amended by GASB Statement 38); and Statement on Michigan Governmenial
Acceunling and Auditing No. 5, these financial slatements present the financial activities of Isabella County {primary
government) and its component units, enlities for which the government is considered to be financially accountable.
Blended component units, although legally separate entities are, in substance, part of the government's operations
and so data from thase units are combined with data of the primary governmen. Discretely presented component
units, on the other hand, are reported in a separate column in the financial statements to emphasize that they are
legally separate from the primary government.

2. Blended Component Unit

Building Authority

The isabella County Building Authority is governed by a three (3) member Board appointed by the County Board of
Commissioners. Although it is legally separate from the County, the Building Authority is reported as if it were part
of the primary government because its sole purpose is to finance and construct the County's public buildings.

3. Discretely Presented Component Units

These component units are reported in a separate column to emphasize that, while legally separate, Isabella
County remains financially accountable for these entities or the nature and significance of the relationship between
these entilies and the County is such that exclusion of these entities would render the financial statements
misleading or incomplete.

Isabella County Transportation Commission

The Isabella County Transportation Commission provides mass transit services to the citizens of Isabella County.
The Commission was created by an inter-local agreement between the County and the City of Mt. Pleasant, The
Transportation Commission is not legally separate, but is administered by a Board with a voting majority appointed
by the County Board of Commissioners. The Transportation Commission Board may not issue debt and the tax
levy is subject to County Board of Commissioners’ approval. The Transportation Commission taxes are levied
under the taxing authority of the County, as approved by the County electors, and included as part of the County’s
total tax levy as well as reported in the Public Transportation Commission Fund. The Isabella County Treasurer, by
statute, is responsible for the treasury function for the Commission., A copy of the Commission’s audited financial
statements can be obtained at their administrative offices.
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Isabella County, Michlgan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED
Isabella County Road Commission

The Isabella County Road Commisslon is responsible for the maintenance and consiruction of the County road
system. The Road Commission aperations are financed primarily from the Stale distribution of gas and weight
taxes, Federal financial assistance, and contributions from other local government units within the County. The
Commission is governed by a three (3) member Board of County Road Commissioners appointed by the County
Board of Commissianers. Isabella County is secondarily abligated to provide repayment of a2 material loan through
the State of Michigan. All long-term debt issuances excluding capilal lease purchase agreements require County
authorization. A copy of the Commission's audited financial statemenls can be obtained at their administrative
offices.

Isabella County Drainage Districls

The Drain Commissioner has the sole responsibility to administer the drainage districts established by the Drain
Code of 1956. The Isabella County Drain Commissioner is responsible for planning, developing, and maintaining
surface water drainage systems within the County. The statutory inter-County Drainage Boards consist of the State
Director of Agriculture and the Drain Commissioners of each County involved in the projects. Each of the Drainage
Districts are separate legal entities. The Drainage Board or Drain Commissioner, on behalf of the drainage district,
may issue debt and levy special assessments authorized by the Drain Code without the prior approval of the County
Board of Commissioners. The full faith and credit of the County may be given for the debt of the Drainage Dislricts
upon authorization of the County Board of Commissioners. The Drainage Districts are financlally accountable to
the County because the County has pledged its full failh and credit for the payment of the outstanding bond issues
authorized by the Drain Commissioner. The combining financial statements for the Drainage Districts are
presented as part of Other Supplementary Information and are not audited separately.

Isgbella County Board of Pyublic Works

Pursuant to the provisions of Act 185, Public Acts of 1957, as amended, the Isabella County Board of Public Works
has the responsibility of administering the various Public Works construclion projects and the associated debt
service funds. The Board is also responsible for the administration of the operations of the Lake Isabella Water
Supply System. The Board of Public Works is not legally separate, but is administered by a seven (7) member
Board comprised of the Drain commissicner and six (6) members with a voting majority appointed by the County
Board of Commissioners. All general obligation bond issuances require County authorization and are backed by
the full faith and credit of the County. The combining financial statements for the Board of Public Works are
presented as part of Other Supplemeniary Information and are not audited separately.

Central Michigan District Health Depariment

The Central Michigan District Health Department is a multi-county agency established to pravide public health
services. The Health Depariment serves the Counties of Arenac, Clare, Gladwin, Isabella, Osceola and
Roscommon. Isabella County and the other participating counties provide annual appropriations to subsidize the
operations of the Health Department. The District Health Depariment is primarily responsible for the debl service
relating 1o the Building Authority bond issue sold to finance the construction of the District Health Department
Building. Financial accountability to the County is demonstrated by these annual operating appropriations and the
rental of space to house their operations. In additian, the treasury function for the agency rests with the lsabelia
County Treasurer. A copy of the Health Department’s audited financial statements can be oblained at their
administrative offices.
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Isabella County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

4. Jointly Governed Organizations

Central Michigan Mental Health Facilities Board

The Central Michigan Mental Health Facilities Board provides mental heallh facilities to Isabella, Clare, Mecosta
and Qsceola Counties. The Central Michigan Mental Health Facilities Board is organized as a nonprofit under
504{c)(3). Each of the four counties through their respective Boards of Commissioners appoints two (2)
members to the Facilities Board. The Facilities Board, Isabella County and the Isabella County Building Authority
entered into a three-party agreement whereby, the County through the Building Authority sold general obligation
bonds to construct a mental health building within Mt. Fleasant. The Building Authorily leases the building to the
County.

The County in turn subjeases the bulding to the Facilities Board, with the annual rent equal to the debt service
requirements of the bond issue. The Facilities Board entered into a separate, but related, rental agreement with
the Central Michigan Mental Health Services Board to provide office space. This operating lease provides
substantially all the funding necessary to meet the Facilities Board's lease obligation with the County. The title of
the building is to revert to the Facilities Board upon redemption of the bond issue.

Similar arrangements have been made to construct mental health facilities in Mecosta and Osceola Counties
between the Facilities Board, the counties and their Building Authorities.

The Facilities Board is legally separate from the County and has not mel the financial accountability criteria of
GASB Statement No. 14. For this reason it is not considered a component unit of the County.

Central Michigan Community Mental Health Services Board

The Central Michigan Community Mental Health Services Board reorganized as a Community Mental Health
Autherity under Public Act 258 of 1974, as amended. The Board has representatives and provides services o
Clare, Isabella, Osceola, and Mecosta Counties. All participating counties pravide annual appropriations; however,
none of the participating counties are financially responsible for the Board,

The Services Beard is legally separate from the County and has not met the financial accountability criteria of
GASB Statement No. 14. For this reason it is not considered a component unit of the County.

5. Related Qrganization
Economic Development Corporation

The Isabella County Economic Development Corporation (EDC) was established to provide community and
economic development services. The County’s officials are responsible for appointing the members of the Board of
the Economic Development Corporation. The County's responsibility for this organization does not extend beyond
making the board appointments. In 2007, the County did no! provide any operaling assistance to this organization.

6. Basis of Presentation

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The statement of net assets and the statement of aclivities (the governmenl-wide stalements) present information
for the primary governmenl and its component units as a whole. All nonfiduciary activilies of the primary
government are included (i.e., fiduciary fund activities are not included in the government-wide statements). For the
most part, interfund activity has been eliminated in the preparation of these statements. Gavernmental activities,
which normally are supported by taxes and infergovernmental revenues, are reported separately from business-type
activities, which rely to a significant extent on fees and charges for support.
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Isabella County, Michigan
NOTES TO FINANCIAL STATEMENTS

Seplember 30, 2007

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

6. Basis of Presantalion - continued

GOVERNMENT-WIDE FINANCIAL STATEMENTS - CONTINUED

The statement of activities presents the direct functional expenses of the primary government and its component
units and the program revenues that support them. Direcl expenses are specifically associated with a service,
program, or department and are therefore clearly identifiable to a particular function, Program revenues are
associated wilh specific functions and include charges to recipients of goods or services and grants and
contributions that are restricled to meeting the operational or capital requirements of that function., Revenues that
are not required 1o be presented as program revenues are general revenues. This includes all taxes, interest, and
unrestricled State revenue sharing payments and other general revenues and shows how governmental functions
are either selffinancing or supported by general revenues.

FUND FINANCIAL STATEMENTS

The fund firancial statements present the County's individual major funds and aggregated nonmajor funds.
Separale financial statements are provided for governmental funds, proprietary funds, and fiduciary funds, even
though the latter are excluded from the government-wide financial statements. Major individual governmental
funds ang major individual enterprise funds are reported as separate columns in the fund financial statements.

The major funds of the County are:

a. The General Fund is the County’s primary operating fund. It accounts for all financial resources of the general
government, except those required 1o be accounted for in another fund.

b. The Trbal Contributlon Fund accounts for the funding provided from the Saginaw Chippewa Tribe and the
related uses of those funds.

¢. The Revenue Sharing Reserve Fund accounts for the shifi of State Revenue Sharing dollars from State to local
funding as required by Public Act 357 of 2004.

d. The Child Care Fund accounts for grant funds received for the purpase of providing child ¢are services.

e. The Building Autharity Bonds Fund accounts for the debt service on the bonds issued by the building authority.
« The District Health Department Building Authority $2,135,000 bond issue dated May 1, 1996,
= The State Police Building Authority $1,200,000 bond issue dated May 18, 1998.
s The Courthouse Building Autherity $4,050,000 bond issue dated July 12, 1999,

f. The Delinguent Tax Revolving Fund accounts for the activities of the government’s purchase and collection of
delinquent property taxes.

g The Medical Care Facility Fund accounts for the activities of the government’s in-palient medical care.

7. Measurement Focus

The government-wide and proprietary fund financial statements are presented using the economic resources
measurement focus, similar to that used by business enterprises cor not-for-profit organizations, Because anocther

measurement focus is used in the governmental fund financial statements, reconciliations to the government-wide
statements are provided that explain the differences in detail.
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Isabella County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NCTE A: SUMMARY OF SIGNIFICANT ACCCUNTING POLICIES - CONTINUED
7. Measurement Focus - concluded

All governmental funds are presented using the current financial resources measuremeni focus. With this
measurement focus, only current assets and current liabilities generally are included on the balance sheel.
QOperating statements of these funds present increases (i.e., revenues and other financing sources) and decreases
{i.e., expenditures and olher financing uses) in net current assets.

There is no measurement Tocus for fiduciary funds since assets equal liabilities.

3. Basis of Accounting

Basis of accounting refers to when revenuas and expendilures are recognized in the accounts and reported in the
financial slatements. Basis of accounting relates to the timing of the measurement made, regardiess of the
measurement focus applied.

All governmental and similar trust funds are accounted for using the modified accrual basis of accounting. Under
this method, revenues are recognized when they become susceptible to accrual {when they become both
“measurable” and “available to finance expenditures of the curreni period”). The length of time used for “available”
for purposes of revenue recognition in the governmental fund financial statements is 60 days. Revenues that are
considered measurable but not available are recorded as a receivable and deferred revenue. Significant revenues
susceplible to accrual are speclal assessments and certain intergovernmental revenues. Expendilures are
generally recognized under the modifted accrual basis of accounting when the related fund liability is incurred,
except for interest on long-term debt which is recarded when due.

Al proprietary and similar trust funds are accounted for using the accrual basis of accounting. Their revenues are
recognized when they are eamed, and their expenses are recognized when they are incurred.

Private-sector standards of accounting and financial reporting issued prior to December 1, 1989, generally are
followed in both the government-wide and praprietary fund financial statements to the exient that those standards
do not conflict with or contradict guidance of the Governmental Accounting Standards Board. Governments also
have the option of following subsequent privale-sectar guidance for their business-type activities and enterprise
funds, subject to this same limitation. The County has elected not to follow subsequent private-sector guidance.

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating reverues and
expenses generally result from providing services and preducing and delivering goods in connection with a
proprietary fund's principal ongoing operations. The principal operating revenuas of the Enterprise Funds are
charges to customers for sales and services. Operaling expenses for enterprise funds include the costs of sales
and services, administrative expenses, and other costs of running the activity. All revenues and expenses not
meeting this definition are reporled as nonoperating revenues and expenses. Hiwhen both restricted and
unrestricted resources are available for use, it is the County’s policy to use resfricted resources first, then
unrestricted resources as they are needed.

9. Budgets and Budgetary Accounting

The General and Special Revenue Funds' budgets shown as required and other supplementary information were
prepared on the same modified accrual basis used to reflect actual results.

Budgets are adopted by the County Board of Commissioners for {ha General and Special Revenue Funds, except
for these that are adopted and administered by separate Boards. The budget document presents information by
fund, function, depariment and line items. The County Board of Commissioners monitors and amends the budgets
as necessary. Budgetary control is exercised at the department level. Management is authorized to amend the
budget within departments at a line item leve! without board approval. The County employs the following
procedures in establishing budgets:
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Isabella Caunty, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE A: SUMMARY QOF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

9. Budaets and Budgetary Accounting - continued

a. The County depariments submit their budgetary estimates to the Administratar who will review the estimates
and assemble and submit a recommended budget to each department, which is then submitted to the
appropriate standing committeas. The operating budgets include proposed expenditures and resources to
finance them.

b. The appropriate standing committees will then convey the proposed budgets to the Board of Commissioners in
a public hearing.

¢. The County does not employ encumbrance accounting as an extension of formula hudgetary integration. in the
governmental funds. All unexpended appropriations lapse at year-end, unless specifically re-appropriated by
Board action.

d. Applicable budgeted amounts are reported as originally adopted or as zmended by the Board of
Commissioners during the year. Individual amendments were not material in relation to the original
approprialions that were adopted.

10. Cash and Cash Equivalents

The County pools cash resour¢es of various funds in order to facilitate the management of cash. Cash applicable
to a particular fund is readily identifiable. The balances in the pooled cash accounts are available to meet current
operating requirements. Cash in excess of current requirements is invested in various interest bearing securities
and disclosed as parl of the County's investments. Cash equivalents ¢consist of temporary investments in various
instruments with a maturity from date of purchase of 80 days or less.

11. Investinenis

investments consist of cerlificates of deposit and U.S, Government Securities with original maturities of greater
than 90 days. Investments are recorded at market value In accordance with GASB 31, Accounting and Financial
Reporting for Certain Investments and for External Investment Pools.

12. Restricted Assets

Certain resources have heen classified as resfricled on the balance sheet because their use is limited. The
Medical Care Facility has recorded restricted assels for vested employee sick and vacation leave, funding of
depreciation, capital projects, and various trust activities.

13. Receivables

Receivables consist of amounts due from governmental units for various financiai assistance programs, accounts
receivable related to charges for services, special assessments, and notes and leases receivable made in
cannection with various programs.

14. Capitalized Lease Receivable

PRIMARY GOVERNMENT
The Isabella County Building Authority (included as parl of the primary government) has entered into numerous

contracts with the County and other agencies for the purposes of constructing buildings and the financing of the
same by the Building Authority through the issuance of Building Authority bonds.
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Isabella County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

14. Capilalized L ease Receivable - continued

PRIMARY GCVERNMENT - CONCLUDED

The agreements specify that the Building Authority enter into lease agreements for the buildings with the County.
The County in turn leases the building to the ultimate user, if not a parl of the County, and that lease is at a rate
sufficient to retire the bonds and pay all other necessary and proper expenses of the Project. The future minimum
lease payments to be received under each lease agreement are equal to the outstanding principle and interest on
the bond issue.

The agreement specifies that when all the bonds have been refired, the Authority shall convey to the County ali of
its rights, tile and interest in the projecl. In accordance with Financial Accounting Standards Board (FASB)
Statement Mo. 13, the lease is accounted for as a sale of the building by the Building Authority as it constitutes a
capital lease. For those leases with outside agencies, the aggregate fulure lease payments necessary for
retirement of outstanding bond principal have been recorded as a Capitalized Lease Recejvable. Deferred Revenue
is shown on the balance sheet in the same amount as the Capitalized Lease Receivable as revenue that is not
recognized until lease payments are received. There is no provision for any contingent rentals in the lease.

COMPONENT UNITS

In accordance wilth the terms of an agreement between the [sabella County Board of Public Works and the Village
of Shepherd, the County authorized the construction of a Sanitary Sewer/Storm Water Separation project and the
financing of the same by the Board of Public Works through the issuance of a $3,750,000 bond issue. Of the
original issue, $3,000,000 of the debt was defeased with the issuance of 1998 refunding Bonds. The April 1, 1999
bond issite of $2,460,000 resulted in an economic gain, along with logat contributions that reduced the amount of
the debt obligation.

In accordance with the terms of an agreement between the Isabella County Board of Public Works and the City of
Clare, the County authorized the construction of a2 Water and Sewer System improvement praject and the financing
of the same by the Board of Public Works through the issuance of a $700,000 bond issue.

In accordance with the terms of an agreement between the Isabella County Board of Public Works and Union
Township, the County authorized the construction of a Wastewater Treatment Plant conslruction project and the
financing of the same by the Board of Public Works through the issuance of a $7,605,000 bond issue.

These agreements provide for the Board of Public Works to enter into lease agreements with the local units with
rentals equal to the annual debt service requirements over the life of the bond issue. The local unit is responsible
for the operation, maintenance, and management of the system over the life of the lease. Upon final payment of
the bond issue, ownership of the assets will revert to the local unit. Consequently, the leases are accounted for as
capital leases in accordance with Financial Accounting Standards Board (FASB) Staternent No-. 13.

On this basis, the aggregate future lease payments necessary for the relirement of outstanding bond principal have
been recorded as a Capitalized Lease Receivable. Deferred Revenue is shown on the Balance Sheet of the
Shepherd Storm Sewer, Clare Water and Sewer, and Union Township Wastewater Treatment Deb! Service Funds
in the Board of Public Works Component Unit in the same amount as the Capitalized Lease Receivable as revenue
that is not recognized until lease payments are received. There is no provision for any contingent renltal contained
in the lease. The future minimum lease payments to be received are equal to the ouistanding principal and interest
on the bond issue.

15. Inventories

Inventories for the General Fund County Jail and Commission on Aging Fund consist of food and food supplies,
and are reported at cost and accounted for using the consumption method. Reserved fund balances have been
recorded to Indicate that inventories are not curently available, spendable components of fund balance.
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Isabella County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE A: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

16. Prepaids

Prepaids consist of amounts paid in the current year that pertain to the following fiscal year. Reserved fund
balances have been recorded in the applicable funds to indicate that prepaids are not currently available, spendable
components of fund balance. Reserved fund balance has not been recorded in funds where a deficit exists.

17. Compensated Absences

County employees are granted vacation and sick leave in varying amounts according to their personnel contracts.
In the event of termination, individual employees have vested rights to receive payment for unused vacation and
sick leave.

Accumulated vacation and sick pay amounts that are vested have been recorded in the government-wide financial
statements.

18. Deferred Revenue

Deferred revenue consists of amounts related to long-term receivables recorded at the fund level that are not
available to finance current period expenditures and are therefore deferred and alse amounts received for various
grant programs that has not yet been earned. Unearned revenue recorded in governmental activities and
proprietary funds are so labeled to indicate that the availability criteria used in modified accrual basis statements
does not apply.

19. Interfund Transactions

During the course of normal operations, the County has numerous transactions between funds, inciuding
expenditures and transfers of resources to provide services, construct assets, and service debl. The
accompanying financial statements generally reflect such iransactions as transfers. Transfers between
governmental or proprietary funds are netted as part of the reconciliation to the government-wide financial
statements.

20. Capital Assets
PRIMARY GOVERNMENT AND COMPONENT UNITS (EXCEPT ROAD COMMISSION)

Capital assets include land, buildings, equipment, vehicles, and drain infrastruclure and are recorded (net of
accumulated depreciation, if applicable) in the government-wide financial stalements under the governmental
activities and component unit columns. Capital assets are those with an initial individual cost of $5,000 or more
($25,000 for drain infrastructure) and an estimated useful life of mare than one year.

Capital assets are not recorded in the governmental funds. Instead, capital acquisition and construction are
reflected as expenditures in governmental funds, and the related assets are reported in the government-wide
financiai statements. All purchased capital assels are valued at cost where historical records are avatlable and at
an eslimated historical cost where no historical records exil. Donated capital assets are valued at their estimated
fair market value on the date received.

The cost of normal maintenance and repairs that do not add to the value of the asset or materially extend asset
lives are not capitalized. Depreciation is computed using the straight-line method over the following useful lives:

Buildings and improvements 20 - 50 years
Equipment 4 - 20 years
Infrastructure 5-100 years
Vehicles 5-20vears
Other 5-15 years
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Isabelia County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE A: SUMMARY OF SIGN|FICANT ACCOUNTING POLICIES - CONCLUDED
20. Capital Assets - concluded

ROAD COMMISSION - COMPONENT UNIT

Capital assets, which include property, equipment, and infrastructure assets (i.e., roads, bridges, and similar items),
are reported in the government-wide financial statements (statement of net assets and statement of changes in net
assets). Capital assets are defined by the Road Commission as assets with an initial individual cost of more than
$1,000 and an estimated life in excess of two years. Such assets are recorded at historical cost or estimated
historical cost if purchased or constructed. Donalted capilal assets are recorded at estimated fair market value at
the date donated.

Depreciation is recorded over the estimated ussful lives (ranging from four to fifty years) of the assets, using the
sum-of-years digits method for road equipment and straightline method for all other capital assets and
infrastructure as follows:

Buildings and improvements 30 - 50 years
Road Equipment 5-8vyears
Shop Equipment 10 years
Engineering Equipment 4 - 10 years
Office Equipment 4 - 10 years
Infrastructure - Roads 8 - 30 years
Infrastructure - Bridges 12 - 50 years

21. Long-Term Obligations

Long-term debt and other long-term obligations are recognized as a liability in the government-wide financial
statements and proprietary fund types when incurred. The portion of those liabilities expected 10 be paid within the
next year is a current liability with the remaining amounts shown as long-term.

Long-term debt is recognized as a liability of a governmental fund when due or when resources have been
accumnulated in a Debt Service Fund for payment early in the following year. For other iong-term obligations, only
that portion expected io be financed from expendable available financial resources is reporied as a fund liability of a
governmental fund.

22. |nternal Service Fund
The County uses an internal service fund to account for revenues collected from user departments for the payment

of costs incurred to administer a self-funded health insurance program including actal claims paid for active and
eligible relired employees and their families.

23. Federal Programs

Federal programs are accounted for in the funds to which the programs pertain. The Single Audil reports and
financial data will have been presented as an additional section of the Comprehensive Annual Financial Report.

24. Comparative Data

Comparative data has not been presented in the accompanying financial statemenls since their inclusion would
make the statements unduly complex and difficult to read.
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Isabella County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE B: CASH, CASH EQUIVALENTS, AND INVESTMENTS

The County ulilizes various pooled cash accounts and invesiments for approximately 64 funds. The County's
pooled cash and investments consist of a common checking account.

The County's pooled cash and investments are utilized by the General Fund, Special Revenue Funds, Capital
Project Funds, Enterprise Funds, Internal Service Funds, Trust and Agency Funds, and Component Unit Funds.
Each fund’s portion of these pooled accounts is included in the cash and cash equivalenis caption in the applicable
balance sheet/statement of net assets.

The other funds of the County utilize separate savings and interest bearing checking accounts. In addition,
certificates of deposit and mutual funds are separately held by several of the County's funds.

In accordance with Michigan Compiled Laws, the County is authorized to invest in the following investment vehicles:

a. Bonds, securities, and other obligations of the United States or an agency or inslrumentality of the United
Slates.

b. Cerlificates of deposit, savings accounts, deposit accounts, or depository receipts of a bank which is a member
of the Federal Deposit Insurance Corporation (FDIC) or a savings and loan association which is a member of
the Federal Savings and Loan Insurance Corporation {(FSLIC} or a credit union which is insured by the National
Credit Union Administration (NCUA), but only if the bank, savings and loan association, or credit union is eligible
lo be a depository of surplus funds belonging fo the State under section 5 or 6 of Act No. 105 of the Public Acts
of 1855, as amended, being Section 21.145 and 21.146 of the Michigan Compiled Laws.

c. Commercial paper rated at the time of purchase within the three {3) highest classifications established by not
less than two (2) standard rating services and which maiures not more than 270 days after the date of
purchase.

d. The United States government or federal agency obligations repurchase agreements.
e. Bankers acceptances of United States banks.

f. Mutual funds composed of investment vehicles, which are legal for direct investment by local units of
government in Michigan.

Deposits

Federai Deposit Insurance Corporation (FDIC), FSLIC, and NCUA regulations provide that deposits of
governmenlal unils are to be separately insured for the amount of $100,000 for deposits in an insured bank for
savings deposits, and $100,000 for demand deposits. Furthermore, if specific deposils are regulated by statute or
bond indeniure, these spedific deposils are to be separately insured for the amount of $100,000. Michigan
Compiled Laws allow for collateralization of government deposits, if the assets for pledging are acceptable to the
State Treasurer under Section 3 of 1855 PA 105, MCL 21.143, to secure deposits of State surplus funds, securities
issued by the Federal Loan Morigage Corporation, Federal National Mortgage Association, or Government National
Mortgage Assccialion.

A reconciliation of cash and investments as shown in the basic financial statements to the County's deposits and
investments is as follows;

Carrying Amount
PRIMARY GOVERNMENT
Cash and cash equivalents $ 13,244,777
Investmenls 6,716,453
Restricted cash and investments 3,522,571
Total primary government 23,483,801
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Isabella County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE B: CASH, CASH EQUIVALENTS, AND INVESTMENTS - CONTINUED

Deposits - continued

Carrying Amount - concluded

FIDUCIARY FUNDS
Cash and cash equivalents 3 1,471,727
COMPONENT UNITS
Cash and cash equivalents 5,453,836
Investments 1,835,564
Total component units 7.289.400
TOTAL REPORTING ENTITY $ 32244 928

Deposits and Investments
Bank deposits {checking accounts, savings

accounts, and certificates of deposit} $ 26,618,459

Investments:
Investment funds 4,607,672
Commercial paper 1,013,283
Cash on hand 5514
$__ 32,244 928

Deposits of the County are at federally insured banks located in the Slate of Michigan with all accounts maintained
in the name of the County. As of September 30, 2007, the primary government, component unils, and fiduciary
fund accounts were insured by the FDIC, FSLIC or NCUA for §1,743,377 and the amount of $26,299,133 was
uninsured and uncollateralized,

Due to significantly higher cash flow at cerlain periods during the year, the amount the County held as cash and
cash equivalents increased significantly. As a result, the amount of uninsured and uncollateralized cash and cash
equivalents were substantially higher at these peak periods than at year-end.

Invesiments

As of September 30, 2007, the County had the following investments:

Weighted

Carrying Market Moody's Average
INVESTMENT TYPE Amount Value Rating Maturity
PRIMARY GOVERNMENT
Uncategorized pooled investments

MBIA - Michigan Class $ 4607672 § 4,607,672 Not Rated NIA
Commercial paper 1,013,283 1,013,283 A1/P1 53 days
3 0620855 § 5620955

Credit Risk

State faw limits investments in certain types of investmenis to a prime or better rating issued by nationally
recognized statistical rating organizations (NRSRO's). As of Seplember 30, 2007, rating information on the
County's investments is presented above.
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Isabella County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE B: CASH., CASH EQUIVALENTS, AND INVESTMENTS - CONCLUDED

Interest rate risk
The County's investment policy includes a list of allowable investments in compliance with State Law. However, the

County’s investment policy dees not specifically address the limits on investment maturilies beyond the limits put in
place by State Law.

Concentration of credit risk

The County's investment policy does not have specific limits or address concentration of credit risk.

NOTE C: INTERFUND TRANSFERS

Permanent reallocation of resources between funds of the reporting entity is classified as interfund transfers. For
the purpose of the Staternent of Activities, all interfund transfers between individual governmental funds, business
type funds, and component units have been eliminated.

Transfers to General Fund from:

Tribal Contributions Fund % 847
Revenue Sharing Reserve Fund 1,149,581
Definquent Tax Revolving Fund 213,000
§ 1,363,428
Transfers to Revenue Sharing Reserve Fund from:
General Fund 3 2501,75Q
Transfers to Child Care Fund from:
General Fund $ 1,178,891
Nonmajor governmental funds 25,000
£.1,203,801
Transfers to Building Authority Bonds Fund from;
General Fund § 333424
Transfers to Nonmajor Governmental funds from:
General Fund $ 1,286,615
Building Authority Bonds Fund 597,926
Nonmajor governmental funds 11.006
$.1.895.547

Transfers to Nonmajor Enterprise funds from:
General Fund $__ 358482
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Isabeila County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE D: INTERFUND RECEIVABLES AND PAYABLES

Due to General Fund from:

Tribat Contributions Fund $ 27201
Child Care Fund 65,639
Nonmajor governmental funds 209,945
Nonmajor enterprise funds 59
Internal service fund 159,706
§ 462,550
Due to Revenue Sharing Reserve fund from:;
Genera! Fund $ 2,430,000
Due to Nonmajor governmental funds from:
General Fund $ 19,838
Tribal Contributions Fund 479,141
Building Authority Bonds Fund 203,005
Nonmajor governmental funds 92,955
$ 794939
Due 10 Delinquent Tax Revolving fund from:
Nonmajor governmental funds $ 285909
Cue to Nonmajor enterprise funds from:
Gensral Fund $ 5,323
Tribal Contributions Fund 29,079
Delinguent Tax Revolving fund 1,006
§ 35408
Due to Internal Service fund from;
General Fund $ 74,259
Due to component unit funds from:
Comgonent unit funds $ 127675

Amounts appearing as interfund payables and receivables arise from two types of transactions. One type of
transaction is where a fund will pay for a good or service that at least a porlion of the benefit belongs to another
fund. The second type of transaclion is where one fund provides a good or service to another fund. Balances at
the end of the year are for transfers that have not cleared as of the balance sheet date.
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Isabelia County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE E: LEASES

Central Michigan District Health Department leases an office facility under a long-term noncancelable operating
lease agreement. Rent expense for the year ended September 30, 2007 amounted to $81,238. The following is
a schedule of future minimum rental paymenis required under this lease, as of September 30, 2007:

Year Ending
September 30, Amount
2008 3 81,238
2009 81,238
2010 81,238
2011 81,238
2012 81,238
2013-2015 243 714

Total minimum lease-rental payments required  §_ 649,904
The Depariment also leases office space in four other counties on a month-to-month basis. The Depariment is
generally responsible for utilities, maintenance and repairs, and certain insurance coverage related to leased
properties,
NOTE F: CAPITAL ASSETS

Capital asset activity for the year ended Seplember 30, 2007, was as follows:

Primary Government

Balance Balance
Qct, 1, 2006 Additions Deletions Sept. 30, 2007
Governmental activities
Capital assets, not being depreciated:
Land $ 1,926,843 § 215139 $ - $ 2,142,082
Construction in progress 348.443 384,111 - 732,554
Subtotal 2,275,386 599,250 -0- 2,874,636
Capital assets, being depreciated:
Buildings and improvemenis 20,876,800 21,538 - 20,898,338
Equipment 4,780,278 193,312 {( 197,762) 4,775,828
Vehicles 909,256 147,035 ( 359,564 ) 696,727
Other 260,152 15,615 - 275,767
Total capital assets,
being depreciated 26,826,486 377,500 { 557,326 ) 26,646,660
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Isabella County, Michigan

NCTES TO FINANCIAL STATEMENTS

Seplember 30, 2007

NOTE F: CAPITAL ASSETS - CONTINUED

Primary Government - continued

Balance Balance
QOct, 1, 2006 Additions Deletions Sept. 30_2007
Governmental activities - concluded
Less accumulated depreciation for:
Buildings and improvements $(8,626458 ) % 435853) % - $(9,062,311 )
Equipment (2,821,544 ) ( 421,317) 197,762 (3,045,099 )
Vehicles { 631,594) { 92880) 357,347 { 367,127 )
Furniture and other assets { 2088657 ) { 9,241 ) - { 217.898)
Total accumulated depreciation (12.288253) _{ 959.291) 555,109 {12692 435)
Tolal capital assels
being depreciated, net 14,538,233 { 581,791) { 2.217) 13,954,225
Governmental activities
capital assels, net $16.813,619 ] 17,459 $( 2217 ) $16.828,861
Depreciation expense was charged to governmental activilies as follows:
Governmental activities
General government $ 399,638
Public safety 515,094
Fublic works 3,539
Health and weifare 17,914
Recreational and cultural 22,957
Community and economic development 149
Total Governmental Activities §_ 959281

The current year depreciation expense of $959,291 has been adjusted by $2,217 for the disposal of capilal assets
during the year, in accordance with GASB Statement No. 34 implementation guide which states that immaterial
losses may be handled as an adjusiment to the current period’s depreciation expense.

Balance Additions! Deletions/ Balance
Qct, 1, 2006 Reclassifications Reclassifications Sept. 30, 2007
Business-type Activities
Capital assets, not being depreciated:
Land $ 121,953 $ - 3 - $ 121,953
Capilal assets, being depreciated:
Buiidings and improvemants 12,873,774 106,669 - 12,980,434
Equipment 2,980,446 30,547 - 3,010,983
Vehicles 374,751 - - 374,751
Total capital assels,
being depreciated 16,228,971 137,207 -0- 16,366,178
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Isabella County, Michigan
NOTES TQO FINANCIAL STATEMENTS

September 30, 2007

NOTE F: CAPITAL ASSETS - CONTINUED

Balance Additions/ Deletions/
Oct. 1, 2006 Reclassifications Reclassificalions

Business-typs Aclivities - concluded
Less accumulaled depreciation for:

Balance
Sept. 30, 2007

Buitdings and improvements $(2,423554) $ 283173) % - $(2,716,727 )
Equipment (2,082,059 ) ( 166,472 ) - {2,248,531 )
Vehicles { 224837} { 29339) - _{ 254176)
Total accurulated depreciation (4,730,450 ) { 488984 ) -0- {5219.434 )
Tolal capital assets
being depreciated, net 11,498,521 { 351,777 ) -0- 11,146,744
Business-type Activities
capital assets, net 511,620,474 § 3517727y & -0 $11,268,697
Depreciation expense was charged to governmental aclivities as follows:
Business-type activities
Medical care facility $ 390,446
Building inspeclions 9,083
Recycling facility 77,658
Concessions 11.792
Total Business-type Activities $ 488984
Discretely Presented Component Units
Balance Additions/ Deletions/ Balance

QOct, 1, 2008 Reclassifications Reclassifications

Sept. 30, 2007

Componed Unit - Drainage Districts
Capital assets not being depreciated:

Construction in progress $ 437,204 $ 380,564 $( 437,204 ) $ 380,564
Capital assets, being depreciated:
Infrastructure - drains 13,821,442 1,003,923 - 14,825,365
Less accumulated depreciation for:
Infrastruclure - drains {2.519.194 ) { 312219 ) - (2831413 )
Total capilal assels
being depreciated, net 11,302,248 691,704 -0- 11,993,952
Drainage districts
capital assets, net 311,739,452 $ 1,072,268 $( 437,204 ) §12,374.516
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NOTES TO FINANCIAL STATEMENTS

Isabella County,

Michigan

September 30, 2007

NOTEF: CAPITAL ASSETS - CONTINUED

Discretely Presented Compenent Units - continued

Component Unit - Board of Public Works
Capital assets not being depreciated:

Lang

Capital assets being depreciated:
Buitdings
Equipment
Infrastructure - water supply

Subtotal

Less accumulated depreciation for;
Buildings
Eqguipment
Infrastructure - water supply

Subtotal

Total capital assets
being depreciated, net

Board of Public Works
capilal assets, net

Component Unit - Road Commission
Capital assets not being depreciated
Land
Land improvements
Land- infrastructure

Subtotal

Capital assets being depreciated
Buildings
Egquipment
Infrastructure - Bridges
Infrastructure - Roads

Total

Balance Additions/ Deletions/ Balance
Qct. 1, 2006 Reclasslifications Reclassifications ept. 30, 2007
$ 16,000 % -0- $ -0- $ 16,000

12,856 - - 12,856
12,197 - - 12,197
216,425 - - 216,425
241,478 -0- -0- 241,478

{ 12,856) ( =) - ( 12,856)

{ 12,197 ) { -} - ( 12197)

{ 162174) _{  6851) - [_169.025 )

{ 187227 ) ( 6.851 ) -0- { 194078 )

54,251 ( 6,851 ) -D- 47.400
§ 70251 8 6851) § -0- 8 _ 63400

Balance Adjustments/ Balance
Oct. 1, 2008 Additions Deduclions Sept. 30, 2007
$ 225,882 % - $ - $ 225882

126,167 - - 126,167
20,126,403 790,285 - 20,916,688
20,478,452 790,285 -0- 21,268,737

745,192 43,411 126,388 914,991

6,122,605 341,890 { 310,950 ) 6,153,545

14,509,828 839,295 { 11664) 15,337.459

47,048,491 3,723,697 41,812 50,814,000
68,426,116 4.948,293 ( 154.414) 73,219,995
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Isabella County, Michigan

NOTES TO FIMANCIAL STATEMENTS

September 30, 2007

NOTE F: CAPITAL ASSETS - CONTINUED

Discretely Presented Component Units - continued

Balance
Qct. 1, 2006 Additions
Component Unit - Road Commissian -
conlinued
Less accumulated depreciation
Buildings $( 408452) B( 24,152)
Equipment ( 5,168,762 ) ( 307,397 )
Infrastnucture - Bridges ( 4,224510 ) ( 272,949 )
Infrastructure - Roads {17.937.861 ) { 2,504,755 )
Total (27,739,585 ) (3,109,253 )
Net capital assets being depreciated 40,686,531 1,839,040
Total Net Capital Assets $ 61,164,983 § 2629325
Balance
Oct. 1, 2006 Additions
Component Unit - Central Michigan
District Heaith Depariment
Capital assets, being depreciated:
Buildings $ 2,621,266 $ -
Equipment 187,383 -
Vehicles 5710 -
Subtotal 2.814,359 -0-
Less accumulated depreciation for:
Buildings ( 1,476,460 ) { 147,646 )
Equipment ( 183,783 ) { 1,200 )
Buses [ 5710) { -)
Subiota) { 1665853 ) { 148,846 )
Total capital assets
being depreciated, net § 1,148,406 $(__ 148,846 )
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Adjustments/ Balance
Deduclions Sept. 30,2007
3 - B 432,604 )
34,034 { 5442125 )
{ 218,236 ) ( 4,715,695 )
181,441 (20,261,175 )
( 2761 ) (30,851,599 )
(157175 ) 42,368,396
$ 157175 ) §63,637,133
Balance
Deletions Sepl. 30, 2007
$ - $ 2,621,266
- 187,383
- 5710
-0- 2,814,359
- ( 1,624,106 )
- ( 184,983)
- ( 5710 )
-0- ( 1,814,799 )
) -0- $  999.560




Isabella County, Michigan

NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE F: CAPITAL ASSETS - CONCLUDED

Discretely Presented Component Units - concluded

Component Unit -
Transportation Commission
Capital assets, not being depreciated:
Land

Capital assets, being depreciated:
Buildings
Equipment
Buses

Sublotal
Less accumulated depreciation for;
Buildings
Equipment
Buses
Subtotal

Total capital assets
being depreciated, net

Transportation Cemmission
capital assets, net

NOTE G: LONG-TERM DEBT

Balance Balance
Ocl. 1, 2006 Additions Delelionsg Sept. 30, 2007
$ 54,004 $ -0- $ -Q- $ 54,004

2,784,633 - - 2,784,633

982,141 221,464 { 52712) 1,150,893

3,462,405 375,888 { 260,150 ) 3,578,241

7.229179 597,450 { 312,862 ) 7.513.767

{( 774511) ( 139,232) - ( 913,743 )

( 706,754 ) ( 135044) 52,199 ( 789,599 )

(1,840,772 ) { 335997) 260,149 {1.916,62Q )

(3322037 ) { 610,273 ) 312,348 (3,619,962 )

3,907,142 ( 12,823 ) { 514 ) 3,893,805
$ 3,961,146 $( 12,823) § 514 ) $ 3847809

The following is a summary of changes in Jong-term debt (including current portions) of the County for the year

ended September 30, 2007:

PRIMARY GOVERNMENT

Goverpmenlal Aclivities

1996 Building Authority Bonds -
District Health

1998 Building Authority Bonds -
State Palice

1999 Building Authority Bonds -
Court Facility

Capital Lease-Copiers

Postclosure landfil costs

Accumulated compensated absences

Total Governmental Activities

Amounls

Balance Balance Due Within

Oct, 1, 2006  Additions Deletions Sept 30, 2007 _One Year
% 1,350,000 % - $( 105,000)% 1,245000 $ 110,000
915,000 - { 50,000) 865,000 55,000
3,200,000 - { 175000) 3,025,000 175,000
29,685 - { 29685) -0- -
1,077,585 - ( 69383) 1,008,197 65,464
819,275 811145 _( 800,546 ) 829,874 331,949
7.391,545 811,145 (1,229,619) 6,973,071 737.413
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isabella County, Michigan

NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE G: LONG-TERM DEBT - CONTINUED
PRIMARY GOVERNMENT - CONCLUDED

Amounts
Balance Balance Due Within
Oct. 1,2006  Additions Deletions Sept. 30, 2007 _One Year
Business-type Activities
Building Authority Bond $ 7,190,000 $ - §( 300,000)% 6,820,000 $ 315,000
Capital Lease 1,220 - 1,220) -0- -
Less deferred issuance discount { &85718) - 3482 ( 52,236) -
Accumulated compensated absences 381,346 367958 _{ 335244) 414,060 29,774
Total Business Type Aclivities 7,516,848 367,958 _{ 632982 ) 7251824 344 774
TOTAL PRIMARY GOVERNMENT  $14,008.303 $ 1179103 $(1,862,601 )$14,224,.805 § 1,082,187
COMPONENT UNITS
Amounts
Balance Balance Due Within
Oct. 1, 2006  Additions Deletions Sept. 30, 2007 _One Year
Road Commission
Note Payable ) $§ 177807 $ 169,850 $( 184,435)% 163222 % 15,128
Michigan Department of
Transporiation Bond 575,000 - 175,000) 400,000 200,000
Accumulated sick and vacation 192,709 13,414 - 206,123 -
945,516 183,264 ( 359,435) 769,345 215,128
Board of Public Works
1998 City of Clare water and sewer
improvement bonds 340,000 - { 45000) 295,000 -
1999 Shepherd sanitary sewer/storm
water separation 1,540,000 - { 190,000} 1,350,000 190,000
2001 Union Township wastewater
project refunding bonds 7.250.000 - _( 385,000)_ 6,865,000 -
9,130,000 -0- ( 620,000) 8,510,000 190,000
Drainage Districts
Orain notes
Hutchinson #350 96,000 -« (  32000) 64,000 32,000
Patter and Brodie #522 300,000 - [ 42858) 257,142 42,858
Paisley #506 25,000 - ( 25,000) -0- -
Wagner #6827 150,000 - ( 30,000) 120,000 30,000
Beltinck #220 25,121 - - 25121 25,121
Recker #530 430,000 - { 75000} 355,000 75,000
Fitzgerald #313 - 175,000 ( 151,974) 23,026 23,026
Saunders #550 - 642,000 - 642,000 53,500
Childs Creek Dubois - 470,000 - 470,000 47,000
Subtotal 1,026,121 1,287,000 { 356,832) 1,956,289 328,505
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Isabslla County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE G: LONG-TERM DEBT - CONTINUED

COMPONENT UNITS - CONCLUDED

Batance Balance

Amounts
Due Within

Dct. 1, 2006  Additions Deletions Sept. 30, 2007 _One Year

Drainage Districts - concluded

Drain bonds
Little salt intercounty drain bonds $ 310,050 § - $( 29,250)% 280,800 $ 29,250
Paisley drain bonds 560,000 - ( 56,000) 504,000 56,000
2001 Hance main branches 700,000 - { 100,000) 600,000 95,000
2002 Salt River drain 675,000 - _{ 100,000) 575,000 105.000
Subtotal 2,245.050 -0- _( 285250)_ 1955.800 285,250
Total Drainage Districts 32711471 1,287000 ( 642,082)__3,916.089 613,755
Central Michigan Disfrict
Heallh Department
Capital leases payable 1,522,508 - ( 168,752) 1,353,756 177.500
Accumulated compensated absences 580,486 416,234 _( 408,579) 588,141 299,952
2,102,994 416234 _{ 577,331)_ 1941897 477 452
Transportation Commission
Infrastructure Loan 489,348 - _( 99938) 389,410 101,631
TOTAL COMPONENT UNITS 15,939,029 1,886,498 _(2.208.786} 15,526,741 1,597 866
TOTAL REPORTING ENTITY $30.847,422 $ 3065601 $(4,161,387 ) $20,751,636 $ 2,680,153
PRIMARY GOVERNMENT
General Long-Term Debt Bonds
Bonds payable at September 30, 2007, is as follows:
$2,135,000 1986 Building Authority Bonds dated May 1, 1996, due in annual principal
installments ranging from $110,000 to $170,000 through May 1, 2016, with interest
ranging from 5.30 to 5.625 percent, payable semi-annually. $ 1,245,000
$1,200,000 1938 Building Authority Bonds dated May 18, 1988, due in annual principal
installments ranging from $55,000 to $985,000 through January 1, 2019, with interest
ranging from 4.65 to 5.00 percent, payable semi-annually. 865,000
$4,050,000 1999 Building Authcrity Bonds dated July 1, 1999, due in annual principal
installments ranging from $175,000 to $275,000 through November 1, 2019, with interest
ranging from 4,85 to 5.25 percent, payable semi-annually. 3.025.000
$_5,135.000
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Isabella County, Michigan
NOTES TC FINANCIAL STATEMENTS

September 30, 2007

NOTE G: LONG-TERM DEBT - CONTINUED
PRIMARY GOVERNMENT - CONCLUDED

Postclesure Landfill Cosis

The County owns a solid waste landfill located in Deerfield Township, Isabella County,
Michigan. The County stopped accepting waste at this site on June 15, 1987, and
completed the capping off of the site on July 21, 1989. See Note H for full details. The
landfill postclosure liability is: $ 1.008197

Compensated Absences

In accordance with County personnel policies and/or contracts negotiated with various employee groups of the
County, individual employees have vested rights upon termination of employment to receive payment for unused
vacation and sick leave under formulas and conditions specified in their respective persorinel policies and/or
contracts, The dcllar amount of these vested rights, including related payroll taxes, amounted to $829,874 for
governmental activities and $414,060 for business-type actlivities for vacation and sick at September 30, 2007. Of
these amounts, $331,949 and $29,774 have been recorded as current fiabilities, and $497,925 and 384,286 have
been recorded as noncurrent liabilities respectively.

Medical Care Facility - General Obligation Bonds - Business-type Aclivities

$8,000,000 Building Authority - Medical Care Facility-Bonds, dated December 15, 2002,
due in annual principat installments ranging from $315,000 1o $635,000 through May 1,
2022, with interest ranging from 3.00 to 4.60 percent semi-annually. 5 6,837,764

MPONENT UNIT - ROAD COM ON

General Qbligation Bonds

Note payable dated in 2007, due in principal installments of $1,974 through 2014, with
interest of 5,475 percent, payable monthly. $ 163,222

$1,725,000 Michigan Department of Transportation Bond, date May 26, 1999, due in
annual principal installments of $200,000 through May 1, 2009, with interest of 4.70
percent payatle annually. 400,000

$ 563,222
COMPONENT UNIT - BOARD OF PUBLIC WORKS

Water Supply and Sewage Disposal System Bonds

$700,00¢ City of Clare Water and Sewer System Improvement Bonds dated Aprit 1, 1998,
due in annual principal installments ranging from $50,000 to $65,000 through Oclober 1,
2012, with interest ranging from 4.80 1o 5.10 percent, payable semi-annually. $ 295,000

$2,460,000 Shepherd Sanitary Sewer/Storm Water Separation Bonds dated April 1, 1999,
due in annual principa! installments ranging from $190,000 to $210,000 through March 1,
2014, with interest ranging from 4.20 lo 4.60 percent, payable semi-annually. 1,350,000

$7,605,000 Union Township Wastewater Treatment Refunding Bonds dated July 1, 2001,
due in annual principa! installments ranging from $385,000 to $640,000 through October
1, 2021 with interest ranging from 4.40 to 5.10 perceni, payable semi-annually. 6,865,000

$ 8,510,000

- 40 -



Isabella County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE G: LONG-TERM DEBT - CONTINUED

COMPONENT UNIT - DRAINAGE DISTRICTS

Drain Notes

$160,000 Hutchinson Reconstructicn Drain Note dated March 15, 2004, due in annual
principal installments of $32,000 through May 1, 2009, with interest of 3.95 percent,
payable annually.

$300,000 Potter and Brodie Tile Drain Note dated June 15, 2006, due in annual principal
installments of $42,858 through May 1, 2013, with interest of 4.80 percent, payable
annually.

$300,000 Wagner Drain Note dated August 15, 2001, due in annual principal installments
of $30,000 through May 1, 2011, with interest of 4.95 percent, payable annually.

$25,121 Beltinck Drain Note dated October 20, 2006, due one installment of $25,121 on
October 19, 2007, with interest of 4.76 percent.

$730,000 Recker Drain Note dated July 15, 2002, due in annual installments ranging from
$70,000 to $75,000 through July 15, 2012, with interest of 3.783 percent, payable
annually.

$175,000 Fitzgerald Tile Branch Drain Note dated July 25, 2007, due in annual
installments of $35,000 through June 1, 2012, with interest of 4.30 percent, payable
annually.

$642,000 Saunders Drain Note dated June 22, 2007, due in annual installmenis of
$53,500 through June 1, 2019, with inlerest ranging from 4.2747 to 4.525 percent, payabie
annually.

$470,000 Childs Creek Dubois Drain Mote dated August 15, 2007, due in annual
installments of $47,000 through June 1, 2017, with interest of 4.37 percent, payable
annually.

Drain Bonds

$310,050 Little Sait Intercounty Drain Bonds dated July 21, 2006, due in annual principal
installments ranging from $29,250 to $34,125 through June 1, 2016, with inlerest of 6.40
percent, payable semi-annually.

$560,000 Paistey Drain Bonds dated August 7, 2006, due in annual principal installments
of $56.q00 through July 1, 2016, with interest of 4.70 percent, payable annually.

$1,260,000 Hance Main Branches Drain Bonds dated July 24, 2001 due in annual
principal installments ranging from $70,000 to $95,000 through May 1, 2014, with interest
ranging from 4.10 to 4.70 percent, payable semi-annually.

$1,075,000 Salt River Drain Bond dated June 27, 2002 due in annuval principal

installments ranging from $105,000 to $125000 through April 1, 2012, with interest
ranging from 3.50 1o 4.10 percent, payable semi-annually.
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Isabella County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE G: LONG-TERM DEBT - CONTINUED

COMPONENT UNIT - CENTRAL MICHIGAN DISTRICT HEALTH DEPARTMENT

Capilal Leases

The Central Michigan District Health Depariment leases buildings under capital leases. The economic
substance of the leases is that the Department is financing the acguisition of the assets through the leases.
These capital leases have been recorded at the present value of the future minimum lease payments as of the
date of their inception. These ieases qualify as capital leases for accounting purposes because substantially all
of the benefits and risks inherent in the ownership of the property rests with the Departiment. The following are
additional details regarding the lease.

$995,000 Roscommon County building capital lease payable dated December 1, 1996,
due in monthly installments of $6,269 including interest payment through September 1,
2011 with interest of 6.00 percent. $ 420,000

$2,135,000 Isabella County building capital lease payable dated May 1, 1996, due in
annual installments ranging from $110,000 to $170,000 through May 1, 2016 with interest
ranging from 5.300 o 5.625 percent, payable semi-annually, 933,756

$ 1,363,756
COMPONENT UNIT - ISABELLA COUNTY TRANSPORTATION COMMISSION

Nole Payable

$1,100,000 MDOT State infrastructure Bank Lean dated April 18, 2000, due in annual
installments of $75,047 to $117,207 thyough April 18, 2011, with interest of 4.00 percent,

payable annually. $. 389410

The annual requirements to pay the debt principal and interest outstanding for the above Bonds and Noles are as
follows:

Governmental Activities Business-type Activities
Year Ending

September 30, Principal Interest Principal interest
2008 3 340,000 &% 260,686 $ 315000 3 286,610
2009 370.000 243,466 335,000 276,373
2010 385,000 224,924 350,000 264,647
2011 380,000 205,339 370,000 251,522
2012 400,000 184,981 385,000 237,185
2013-2017 2,240,000 570,600 2,255,000 840,058
2018-2022 1,010,000 74.344 2,880,000 406,795

£ 9136000 £ 1,764,340 $ 6,890,000 § 2,563,100
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Isabella County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE G: LONG-TERM DEBT - CONCLUDED

Componernt Units

Road Board of Public Works Drainage Districts
Commission Water and Sewer Bonds Drain Bonds
Year Ending
Sept. 30, Principal Interest Principal Interest Principal Interest
2008 $ 215128 $ 27260 $ 190,000 $ 55355 $§ 285250 $§ 81,423
2009 215977 17,111 640,000 379,726 290,250 70,013
2010 16,874 6,814 660,000 350,673 290,250 58,243
2011 115,243 4,493 680,000 320,111 290,250 46,187
2012 - - 695,000 288,461 295,250 33,779
2013-2017 - - 2,985,000 687,802 508,550 45,372
2018-2022 - - 2,655,000 303,019 - -
$§ 563222 $§ 55678 $.8505000 $ 26685147 $.1.959.800 § 335017
Drainage District Central Michigan Transportation
Notes Payable District Health Department Commission
Year Ending
Sept. 30, Principal Interest Principal Interest Principal Interest

2008 $ 328505 % 80,336 $ 177,500 §$ B4642 $ 101631 & 15576
2009 275,358 72,070 186,252 72,740 105,696 11,511
2010 243,358 60,071 203,752 60,427 109,924 7,283
2011 243,358 49,334 212,500 48,907 72,159 2,887
2012 213,358 38,642 101,252 36,654 - -
2013-2017 545,352 93,471 472,500 77,109 - -
2018-2022 107,000 7.263 - - - -

$ 1956280 § 401,187 §$ 1,353,756 & 3680479 §. 380410 § 37267

NOTE H: POSTCLOSURE LANDFILL COSTS

The County owns a solid waste landfill located in Deerfield Township, Isabella County, Michigan. The County
stopped accepting waste at this site on June 15, 1987, and completed the capping off of the site on July 21, 1989.

Since that time, postclosure monitoring of the site by the County and the Michigan Department of Natural
Resources has identified ground water contamination in excess of state and federal laws and regulations. A
Consent Judgmenl, iniliated by the State Attorney General and Michigan Department of Natural Resources and its
director established the requirements the County had to meet to bring the County back into compliance.

As part of this caonsent judgment, the County had to implemenl their remedial action plan previously submitted and
approved by the Michigan Depariment of Natural Resources. The remedial action plan called for the construction
of purge wells and piping as well as, construction of an air stripping facility which was completed during 1996. Air
stripping involves the mass transfer of the contaminants from solution to a gas, thereby removing the contaminants
from the groundwater. This is accomplished by pumping water through a packed column which has a counter
curraat flow of air.

The County is required to perform certain maintenance and monitoring functions as stipulated in the consent
judgment for 2 minimum of thirty years from QOctobar 23, 1992, the date of DNR approval of the County remedial
action plan. It is anlicipated that the purge wells and air stripping facility will have to be operated over this thirty year
period.
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Isabella County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE H: POSTCLOSURE LANDFILL COSTS - CONCLUDED
For the year ended September 30, 2007, the County incurred posiclosure care expenditures of $69,388.
The landfill postclosure care liability as reporied in Long-Term Debt at September 30, 2007, is $1,008,197.

All amounts recognized are based on the estimated cost to perform postclosure care at September 30, 2007.
Actual costs may be higher due 1o inflation, changes in technology or applicable laws and regulations. The amount
recognized is based on estimates developed by solid waste managementi engineering consultants used by the
County to develop the County remedial action plan. These estimates are considered sufficient and reasonable by
Management. The postclosure care casts are to be budgeted within the General Fund on an annual basis.

NOTE |I: EMPLOYEE RETIREMENT SYSTEM

PRIMARY GOVERNMENT
Defined Benefit Pension Plan

Plan Description

The Counly participates in the Michigan Municipal Employees Retirement System, an agent muitiple-employer
defined benefit pension plan that covers all eligible full-time employees of the County. The system provides
retirement, disability, and death benefits to plan members and their beneficiaries. The Michigan Municipal
Employees Retirement System issues a publicly avaitable financial report that includes financial statements and
required supplementary information for the system. That report may be obtained by writing to the System at 1134
Municipal Way, Lansing, Michigan 48917,

Funding Policy

The Counly is required to contribute at an actuarially determined rate. County employees are not required to make
conlributions to the plan. The contribution requirerents of plan members and the County are established and may
be amended by the Board of Commissioners, depending on the MERS contribution program adopted by the
County.

Annual Pension Cost

For year ended September 30, 2007 the County's annual pension cost of $985,048 for the plan was equal to the
County’s required and actual contribution. The estimated annual required contribution was determined as part of
an acluarial valuation at December 31, 2004, using the entry age normal cost method. Actual required
contributions are based on actual reported monthly payroll. Significant actuarial assumptions used include (a) an
8.00 percent investment rate of return (b) projecled salary increases of 4.5 percent per year compounded
annually, attributable to inflation (¢) additional salary increases ranging from 0% to 8.4% per year depending on
age, seniority and merit, and (d) assumption benefits will not increase after retirement. The actuarial value of
assets was determined using lechniques that smooth the effects of short-term volalility over a four (4) year
period. The unfunded actuarial liability is being amortized as a level percentage of payroll over a period of thirty
years on an open basis.
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Isabelfa County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE |: EMPLOYEE RETIREMENT SYSTEM - CONG\ {JDED

Three (3) year trend information

Year Ended December 31,

2004 2005 2006
Actuarial value of assets $22,867,066 $24,476,073  $26,542,084
Actuarial accrued liability {AAL) (entry age) 30,345,949 31,693,331 34,141,767
Unfunded AAL 7,478,883 7,217,258 7,509,683
Funded ratio 75% 77% 78%
Covered payroll 9,498,577 9,013,614 9,310,653
UAAL as a percenlage of covered payroll 79% 80% 82%

Year Ended September 30,

Q05 2006 2007
Annual pension cost $ 904698 § 880,037 § 985048
Percentage of APC contributed 100% 100% 100%

Net pension obligation

This trend information was obtained from the most recently issued actuarial reports.

Defined Contribution Pension Plan

The Isabella County Employees Defined Coniribution Pension Plan (the “Plan™ is a single employer defined
contribution pension plan, established by the County and administered by an outside third-party administrator. All
County employees hired after July 2000, with the exception of certain bargaining units, are required to participate in
the Plan. As the union cantracts of the non-participating bargaining units are renegotiated, new employees of these
units are added lo the Plan, All other County employees that are not vested in the County’s Definad Benefit Pian
have the option of becoming a participant in the Defined Contribution Flan. Employees vest in the County’s
contributions completely after five years.

As Seplember 30, 2007, there were 42 plan members. Plan members are required to contribute 2% of their annual
salary to the Plan. The County [s required to contribute 7% of the employees’ annual salary. The conlribution
requirements of plan members and the Counly are established and may be amended by the Board of
Commissioners.

Employer contributions to the Plan for the year ended September 30, 2007 amounted to $101,990 and employee
contributions were $30,814.

A stand-alone pension plan report has not been issued for the defined contribution plan.

COMPONENT UNITS

The Isabella County Road Commission, Isabella County Transportation Commission, and Central Michigan District
Health Department have separate retirement plans. Separate accounts are maintained by MERS for each of the
component unils identified above. Details applicable to the Road Commission, Transportation Commission, and

District Health Department pension plans are available in their separately issued financial statements. The
actuarially determined contribution requirements have been met.
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Isabella County, Michigan
NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE J: RISK MANAGEMENT
PRIMARY GOVERNMENT

The County previously participaled in a public entity risk pool administered by the Michigan Municipal Risk
Management Authority. The purpose of the Authority is to administer a risk management fund, which provides
members with loss protection for general and auto liability, motor vehicle physical damage, and property. Effective
January 1, 2007 the County ceased parlicipalion with the Authority in favor of purchasing commercial insurance
against these losses.

The County is exposed lo various risks of loss related to torts; theft of, damage to and destruclion of assets; errors
and omissions; injuries to employees and natural disasters. The County carries commercial insurance for the risks
of loss, including worker's compensation, property and casualty loss, and general liability. Setllements have not
exceeded insurance coverage in any of the past three years.

Emplovee Health Benefils

The County has established an employee health benefits Self-insurance Plan which is accounted for in an Internal
Service Fund. Employee groups of the primary government, including the Medical Care Facility as a separate unit,
panicipate in the Self-lnsurance Plan. The Plan is administered under contractual agreement with Blue Cross and
Blue Shield of Michigan (BCBSM) as third-party administrator.

Under the co-insurance agreement provided by Blue Cross and Blue Shield of Michigan, the County is responsible
for claims for major medical expenses up to an agreed-upon ceiling, but is insured against further loss by BCBSM.
In order to provide for the co-insurance, the County pays a “stop-loss” premium,

Cerlain benefils {e.g., dental and prescription drug} are not covered by the co-insurance policy, but are covered by
supplemental policies funded by the Plan. Prior to 1997, the Fund was insured against losses greater than
$100,000 per occurrence. There is no coverage for aggregate losses under the current agreement. In the current
year, the stop-loss coverage was reduced to $40,000 per occurrence. The co-insurance arrangements will be
renegotiated annually with Blue Cross and Blue Shield of Michigan.,

The Self-Insurance Fund is responsible for collecting interfund premiums from the participating funds and
departments and for paying claim settlements, administrative fees, and “stop-loss” co-insurance premiums.

Interfund premiums are treated as quasi-external transactions, meaning that interfund premiums are recognized as
expenditures or expenses in the contributing funds and interfund revenue is recognized in the Self-Insurance Fund
as earned.

Liabilities are reporied when it is prohable that a loss has occurred and the amount of the loss can be reasonably
estimated. Liabilities include a provision for claims that have been incurred bul not reported {IBNR's). The
provision is based upon historical trends. Claims liabitities are estimated based on actual claims filed subseguent
(o year end.

Changes in the balance of claim liabilities during the cuirent year and the prior year are as follows:

2006 2007
Unpaid Claims, beginning of year $ 65,000 $ 65,000
Incurred Claims, {including IBNR}) 2,727,745 2,310,587
Claims Paid (2727745 ) ( 2310587 )
Unpaid Claims $§ 65000 & 65000
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Isabella County, Michigan
NOTES TQ FINANCIAL STATEMENTS
September 30, 2007

NOTE J: RISK MANAGEMENT - CONCLUDED

COMPONENT UNITS

Transportation Commissign

The Commission carries commercial insurance for the risk of loss due to workers' compensation claims.

The Commission is a member of the Michigan Transit Liability Trust Fund {“Pool"} established pursuant to an
Intergovernmental Agreement entered into by the member Transit Agencies and Authorities, This Poof was
gstablished for the purpose of making a self-insurance pooling program available for Michigan Transit Agencies
and Authorities, which includes, but is nat limited fo, bodily injury liability, property damage liability, and personal
injury liability related to vehicle operation of the Commission.

The Commission pays an annual premium to the Pool for this coverage. The agreement for the formation of the
Pool provides that the Pool will be self-sustaining through member premiums. Annually, the Commission
receives notification from the Pool of retrospective claims adjustments based on the actual claims experience of
the Commission and other members of the Pool. These retrospective claims adjustments, determined by the
Pool, are accrued annually by the Commission upon notification.

The Commission also participates in a pool, the Michigan Municipal Risk Management Authority, with other
municipalities for property and casualty losses. The pool is organized under Public Act 138 of 1982, as amended
as a govermmental group property and casualty self insurance poal. In the event the pool's claims and expenses
for a policy year exceed the tolal normal annual premiums for said years, all members of the specific pool's
pelicy year may be subject lo special assessment to make up the deficiency. The Commission has not been
informed of any special assessments being required.

Road Commission

The Road Commission joined together with other Road Commissions and created a public entity risk pool currently
operating as a common risk management and insurance program. The Road Commission pays an annual
premium to the pool for its general insurance coverage. The agreement provides that the pool will be self-
suslaining through member premiums and will reinsure through commercial companies for claims in excess of
$1,000 for each insured event. The pooling agreement allows for the pool to make additional assessments to
make the paol self-sustaining. The Road Commission is unable to provide an estimate of the amounts of additional
assessmen(s.

NOTE K: EXCESS OF EXPENDITURES OVER APPROPRIATIONS

PRIMARY GOVERNMENT

in the budgelary comparison schedules and other supplementary information section, the County's budgeted
expenditures in the General Fund and Special Revenue Funds have been shown at the functional classification
{department) level. The approved budgets of the County have been adopted at the department level for the
General Fund and the fund level for Special Revenue Funds.

During the year ended September 30, 2007, the County incurred expenditures in the General Fund and eleven {11}
Special Revenue Funds in excess of the amounts appropriated as fallows:

Amounts Amounts
Appropriated Expended Variance
General Fund
General government
Elections 3 32,032 3 32,465 3 433
Human resources 47,800 60,263 12,463
Public defender 390,050 433,960 43,910
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September 30, 2007

NOTE K: EXCESS OF EXPENDITURES OVER APPROPRIATIONS - CCNCLUBDED

PRIMARY GOVERNMENT - CONCLUDED

Amounts Amounts
Appropriated Expended Variance
General Fund - concluded
General government - concluded
Remonumentation $ 80217 $ 97721 $ 47504
Building authority 271,605 274,841 3,236
Circuit Court probation - 2,590 2,590
Trial Court 2,605,688 2,615,129 9,441
Juvenile Drug Court - 17,682 17,682
Family Court - 3,539 3,539
Public Safety
Marine safety 15,297 15,320 23
Corrections 2,156,539 2,228914 72,375
Traffic enforcement 35,000 43,349 8,349
Youth grant 16,092 17,875 1,783
Public Works
Road graveling - 163,949 163,949
Health and welfare
Medical examiner 95,500 100,970 5,470
Community economic and development
Ag Preservation Board - 6,944 6,944
Other
Other 162,000 173,783 11,783
Tribal Contribution Fund - 1,176,021 1,179,021
Revenue Sharing Reserve - 1,149,581 1,149,581
Child Care Fund 2,426,817 2,441,847 15,030
Drug Law Enforcement Activities 3,750 12,851 9,101
Community Alternatives 56,330 59,538 3,208
Public Act 511 201,910 229,188 27,278
Local Corrections Officers Training - 33,056 33,056
County Law Library 9,800 13,347 3,847
CDBG Housing Assistance Grant 161,823 165,649 4,026
Commission on Aging Activities 2,252,781 2,269,989 17,208
Depariment of Human Services - 118,016 118,016

NOTE L: FUND BALANCE RESERVES AND DESIGNATIONS

Reserved fund balance is used to earmark a portion of fund balance to indicate that it is not appropriate for
expendilure or has been legally segregated for a specific fulure use. Designated fund balance indicates that portion
of fund balance or net assels which the County has set aside for specific purposes. These reserves and
designations are recorded at the fund level to indicate management plans for these funds.

The following are the various fund balance reserves as of Seplember 30, 2007:

PRIMARY GOVERNMENT
General Fund
Reserved for invenlories 3 17,189
Reserved for prepaids 57.909

75,098
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September 30, 2007

NOTE L: FUND BALANCE RESERVES AND DESIGNATIONS - CONCLUDED

PRIMARY GOVERNMENT - CONCLUDED
Child Care Fund

Reserved for prepaids $ 49330
Nonmajor governmental funds
Reserved for donations for special projects 45,181
Reserved for inventories 11,361
Reserved for prepaids 3,285
Reserved for capitat projects 47,448
Reserved for equipment replacement 191,253
98,528
3 422,956
The following are the various fund balance designations as of September 30, 2007:
PRIMARY GOVERNMENT
General Fund
Designated for
Working capital $ 1,000,000
Vested benefits 594,414
Capilal projects and maintenance 30,066
Animal control 40,576
Telecommunications project 3,063
Insurance liability claims 182,657
£ 1.850,776

NOTE M: PROPERTY TAXES AND TAXES RECEIVABLE

The County property tax is levied each December 1 and July 1 on the taxable valuation of property located in the
County as of the preceding December 31.

Beginning with the 2004 tax levy, the state has mandated the creation of 2 Revenue Sharing Reserve Fund into
which one-third of the County's 2004 to 2006 ad valorem operating tax was recognized. The purpose of the fund Is
to accumulate reserves of the County's own local funds from which an amount similar to Revenue Sharing
payments, formerly made by the State, will be made back to the General Fund. As a part of this process, the
County's tax levy has shifted over the last three years from winter to summer.

The County's Winter 2006 and Summer 2007 ad valorem taxes were levied and collectible on Becember 1, 2008,
and July 1, 2007, respectively. itis the County's policy to recognize revenues from the tax levy in the year when the
proceeds of the levy are budgeted and made available for the financing of County operations. As a result, the
County's Winter 2006 and Summer 2007 {ax levies have been recognized as revenus in the current fiscal year.
The 2006 taxable value of Isabella County amounted to $1,409,975,482 on which ad valorem taxes levied for
County general operating purposes was 2.0828 mills for Winter 2006. The 2007 taxable value of Isabella County
amounted to $1,529,082.641 on which ad valorem taxes levied for the County general operalting purposes was
6.4700 mills for Summer 2007, For the year ended September 30, 2007, the County levied 0.8800 mills for Senior
Services, 0.9000 mills for the Medical Care Facilities. The Isabella County Transporiation Commission levied
0.9000 mills for transportation services.
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NOTES TO FINANCIAL STATEMENTS

September 30, 2007

NOTE N: FEDERAL FINANCIAL ASSISTANCE

COMPONENT UNIT - ROAD COMMISSION

it is required by the Michigan Department of Transportation that Road Commissicners report total federal financial
assistance for Highway Research, Planning and construction pertaining to their County. During the year ended
September 30, 2007 the federal aid received and expended by the Road Commission was $1,273,538 for
contracted projects.

NOTE O: RESTRICTED NET ASSETS

Restrictions of net assets shown in the government-wide financial statements indicate that restrictions impaosed by
the funding source or some other oulside source which precludes their use for unrestricted purposes. The
following are the various net asset restrictions as of September 30, 2007;

PRIMARY GOVERNMENT
Governmental Activities
Restricted for
Donations for special projects $ 45,081
Capital projects 47,448
Equipment replacement 191,253
$ 283882
Business-type Activities
Restricted for
Equipment replacement 3 521138
Expendable 55,226
Nonexpendable 3,254,412
3.3
COMPONENT UNITS
Restricted for
Road Commission
County roads $ 2432756
Crainage Districts
Debt service $ 916,131

NOTE P: SUBSEQUENT EVENT

On November 1, 2007, the County issued Building Authority Bonds. The bonds, issued in the amount of
$3,500,000, are for the purpose of constructing a building for the Commissicn on Aging Senior Center.,

NOTE Q: FUND DEFICIT

The following fund had a fund deficit at September 30, 2007:

Public Act 511 $___28106
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isabella County, Michigan
BUDGETARY COMPARISON SCHEDULES

Fund Descriptions

GENERAL FUND
The General Fund is used to account for all financial transactions not properly accounted for in another fund. The
transactions relating to the general governmental activities of the County, which are financed by praperty tax levies,
by distribution of State revenues, and by revenue from various activities and services, are recorded in this fund.
The majority of current operating expenditures of the County, other than proprietary fund activities, are financed
through revenue received by the General Fund.
TRIBAL CONTRIBUTION FUND
The Tribal Contribution Fund is used to account for funding provided by the Saginaw Chippewa Tribe, and the
related uses of those funds.
REVENUE SHARING RESERVE FUND
The Revenue Sharing Reserve Fund is used to account for the shift of State Revenue Sharing dollars from State to
Local funding as required by Public Act 357 of 2004.
CHILD CARE FUND
The Child Care Fund accounts for grant funds and County appropriations received for the purpose of providing child

care services.

For all budgetary comparison schedules, Generally Accepted Accounting Principles serve as the basis for
budgeting.



General Fund

Isabella County, Michigan

BUDGETARY COMPARISON SCHEDLULE - REVENUES AND
OTHER FINANCING SOURCES

Year Ended September 30, 2007

REVENUES

Taxes
Current and delinquent property taxes
Payments in lieu of taxes
Mobile home park taxes
Adminisirative fees

Total taxes

Licenses and permits
Dog licenses
Marriage license fees
Soil and erosion permits
Zoning pemits
Other pemmits

Total licenses and permits

Intergovernmental - Federal/State
Homeland security
B.AYANE.T.

Michigan justice training
Remonumentation

Youth grant

SCOA grant

Secondary road patrol
Prosecutor - CRP

Friend of the court incentive
Caseflow assistance grant
Victims' Rights

Probate court judge salary
Judges salary standardization
Court equity

Traffic enfarcement
Convention facllity tax
Juvenile officer grant
Cigarette tax

Liquor licenses

Marine safety grant

Drug case informalion grant
Other

Total intergovernmental - Federal/State

Vanance with

Budgeted Amounls Final Budget
Positive
Original Final Actual ___(Negative)
$10,755.,000 §$10,755,000 $11,80521¢ $ 1,050,219
97,750 97,750 91,144 (6,606)
5,600 5,600 5,278 (324)
5,000 5,000 8,296 3,206
10,863,350 10,863,350 11,909,935 1,046,585
47,500 47,500 48,294 794
15,200 15,200 11,554 (3.646)
11,000 11,000 24,013 13.013
2,250 2.250 8,687 8,437
25 25 1,855 1,830
75975 75,975 94,403 18,428
19,500 19,500 21,993 2,493
34,000 34,000 34,390 390
6,000 6,000 6,430 430
50,967 50,967 82,905 31,938
15,00C 15,000 30,73 15,731
66,500 66,500 94,555 28,055
107,916 107,916 58,744 (49,172)
52,891 52,891 40,788 {12,103)
65,500 65,500 136,088 70,588
23,500 23,500 30,499 6,999
53,800 53,800 53,800 -0-
188,500 188,500 214,491 25,991
62,000 92,000 70,648 (21,354)
325,000 325,000 345,837 20,837
35,000 35,000 34,972 (28)
377407 377.407 363,688 (13,719)
27,500 27,500 27,317 (183)
35,379 35,379 30,573 (4,806)
9,000 9,000 8,936 (64)
10,250 10,250 9,393 (857)
- - 1.468 1,468
2,000 2,000 23,782 21,782
1,597,610 1,597,610 1,722,026 124,416
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Isabelia County, Michigan

General Fund

BUDGETARY COMPARISON SCHEDULE - REVENUES AND
OTHER FINANCING SOURCES - CONTINUED

REVENUES - CONTINUED
Intergovemmental - local
Remonumentation
Road patrol
Other

Total intergovemmental - local

Charges for services
Circuit Court costs
District Court costs
Probate Court costs
Juvenile Court costs
Proseculing attomey
Treasurer
Clerk
Register of deeds
Drain commissioner
Sheniff depariment
Jail
Equalization
Animal contrgl
Real estate transfer tax
Miscellaneous services

Total charges for services

Fines and forfeils
District Court
Ordinance fines
Probate Court
Flexible benefits plan forfeitures

Total fines and forfeits
Interest and rents
Investment eamings

Renlal fees

Total interest and rents

Year Ended September 30, 2007

Varance with

Budgeled Amounts Final Budget
Posilive
Criginal Final Actual {Negative)
$ - - 2,500 2,500
- - 3.500 3,500
250 250 12,450 12,200
250 250 18,450 18,200
236,750 236,750 284,217 47,467
1,764,000 1,764,000 1,491,843 (272,057)
25,000 25,000 24,160 {840)
24,780 24,750 21,529 (3.221)
21,000 21,000 51,642 30,642
3,750 3,750 4,710 960
174,000 174,000 146,617 (27,383)
200,000 200,000 212,416 12,416
08,943 98,943 101,010 2,067
62,100 62,100 75,046 12,946
1,308,500 1,308,500 1,267,445 (41,055)
6,450 6,450 7.007 557
31,750 31,750 49,476 17,726
164,500 164,500 160,616 {3,884)
75¢ 750 4,032 3,282
4,122,243 4,122,243 3,901,866 (220,377)
42,000 42,000 38,665 (3.338)
220,350 220,350 176,158 {44,192)
28,750 28,750 47,034 18,284
. - 4,580 4.580
291,100 291,100 266,437 (24,663)
251,250 251,250 286,887 35,637
312.969 312,969 354,687 41,718
564,219 564,219 641,574 77,355
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Isabella County, Michigan
General Fund

BUDGETARY COMPARISCN SCHEDULE - REVENUES AND
OTHER FINANCING SOURCES - CCNCLUDED

Year Ended September 30, 2007

Variance with
Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
REVENUES - CONCLUDED
Other
Reimbursements $ 38,750 & 38,750 % 13,580 & {25,160)
Sale of capilal assets - - 2,655 2,855
Donations - geperal 750 750 11,594 10,844
Miscellaneous revenue 500 500 63,903 63,403
Total other 40,000 40,000 91,742 51,742
TOTAL REVENUES 17,554,747 17,554,747 18,646,433 1,091,686
OTHER FINANCING SOURCES
Transfers in 2,349,011 2,349,011 1,363,428 {985,583)
TOTAL REVENUES AND
OTHER FINANCING SOURCES $19,903,758 $16,803,7568 §$20,009,861 § 106,103
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General Fund

Isabella County, Michigan

BUDGETARY COMPARISON SCHEDULE - EXPENDITURES AND

EXPENDITURES
General government

Board of Commissicners
Adminisiration
Elections
Clerk
Equalization
Proseculing allorney
Register of Deads
Human resources
Public defender
Remonumentation
Treasurer

MSU cooperative extension service

Data processing
Building autherily
Courthousé and grounds
Drain commissioner
Circuit Court probation
Tral Couri

Agdult Drug Court
Juvenile Drug Court
Family Court

Jury board

Tolal general government

Puhlic safety
Sheriff
Road patrol
Marine safety
Corrections
Traffic enforcement
Emergency management
B.AAYANET.
Michigan Justice Training Act
Youth grant
Livastock claims
Animal control

Total public safety

Public works
Board of public works
Drain at large
Road graveling
Well monitoring - landfill

Total public works

CTHER FINANCING USES BY ACTIVITY

Year Ended September 30, 2007
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Variance with
Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
127,164 127,164 126,007 L 1,157
468,696 465,951 437,881 28,070
22,032 32,032 32,465 {433)
421,681 423,194 382,840 40,354
309,391 308.080 284,336 23,744
842,513 842,513 784,339 58,174
280,216 279,849 272,267 7582
47,800 47,800 60,263 (12,463)
390,050 390,050 433,960 (43,910)
50,217 50,217 97,721 {47,504)
175424 175,057 158,822 16,235
237,220 236,960 225.031 11,929
172,241 172,241 163,341 8.900
271,605 271,605 274 841 (3.236)
719,492 719,492 690,422 29,070
342,008 341,457 325,515 15,842
- - 2,590 (2.590)
2,606,093 2,605,688 2,615,129 {9,441)
93,862 93,962 79,012 14,950
- - 17,682 {17,682)
- - 3.539 {3.529)
1,800 1.800 812 988
7.579,605 7,585,112 7,468,815 116,297
1,941,334 1,944,359 1,805,551 138,808
168,351 168,351 160,621 7,730
15,297 15,297 15,320 {23)
2,155,739 2,156,539 2,228914 (72,375)
35,000 35,000 43,349 (8,349}
134,294 134294 117,704 16,590
75,060 75,060 72,235 2.825
6,000 6,000 6,000 -0-
16,092 16,092 17,875 {1.783)
900 S00 405 495
324,976 324,778 296,711 28,067
4,873,103 4,876,670 4,764,685 111,985
6,080 6,080 600 5,480
120,000 120,000 87.971 32,029
- - 163,949 (163,949)
108,840 108,840 69,388 39.452
234,920 234,920 321,908 (86,988)



tsabella County, Michigan
General Fund

BUDGETARY COMPARISON SCHEDULE - EXPENDITURES AND
OTHER FINANCING USES BY ACTIVITY - CONCLUDED

Year Ended September 30, 2007

Variance with
Budgeted Amounts Final Budget
Posltive
Original Final Actual {Negalive)
EXPENDITURES - CONCLUDED
Health and welfare
Substance abuse caunseling $ 188,704 3 188,704 $ 181,844 % 6,860
Medical examiner 95,500 95,500 100,970 (5,470)
Public heallh 379,377 379,377 350,237 29,140
Mental health services 216,300 216,300 216,300 -0-
Child protection council 6,000 6,000 6,000 -0-
Veleran's affairs 123,519 122,881 104,867 18,014
Services (o the aging 2,500 2,500 2,440 60
Disabilities advisory commission 3,000 3,000 2,217 783
Total health and welfare 1,014,900 1,014,262 964,875 49,387
Community economic and development
Middie Michigan Development 22,500 22,500 22,500 -0-
Piat Board 250 250 150 100
Ag Preservation Board - - 6,944 (6,944)
Community development 221,825 220916 189,177 21,739
Chamber of commerce 750 750 750 -0-
Total communily economic
and development 245,325 244,416 229,521 14,895
Recreation and cultural
Fair board 1,250 1,250 1.250 -0-
Library 1,400 1,400 825 575
Parks board 3,600 3,600 2,188 1,412
Total recrealion and cultural 6,250 6,250 4,263 1.987
Other
Contingency 50,000 38,678 - 38,678
Insurance and bonds 250,000 250,000 208,700 41,300
Other 162,000 162,000 173,783 (11,783)
Total other 462,000 450,678 382,483 68,195
TOTAL EXPENDITURES 14,416,103 14,412,308 14,136,550 275,758
OTHER FINANCING USES
Transfers aut 5,476,465 5,816,672 5,659,162 157,510
TOTAL EXPENDITURES AND
OTHER FINANCING USES $ 19,892,568 § 20228980 $ 19795712 $ 433,268
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Isabella County, Michigan
Tribal Contribution Fund
BUDGETARY COMPARISON SCHEDULE
Year Ended September 30, 2007

Variance with

Budgeted Amounis Final Budget
Positive
Original Final Aclual {Negative)
REVENUES
Intergavernmental - Local 3 - % - $1,179.867 % 1,179,867
TOTAL REVENUES . 0- -0- 1,179,867 1,179,867
EXPENDITURES
Current
General government - - 206,623 (206,623}
Public safety - - 956,631 (956,631)
Recreation and cultural - - 15,767 {15,767)
TOTAL EXPENDITURES -0- -0- 1,179,021 (1,179,021)
EXCESS OF REVENUES OVER
EXPENDITURES -0- -0- B46 846
OTHER FINANCING {USES)
Transfers out - - (847) (847)
NET CHANGE IN FUND BALANCE -0- -0- {1) (1)
Fund balance, beginning of year 202 202 202 -0-
Fund balance, end of year $ 202 % 202 3 201 % (1)
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|sabella County, Michigan

Revenue Sharing Reserve Fund

BUDGETARY COMPARISON SCHEDULE

Year Ended September 30, 2007

Variance with
Budgeted Amounts Final Budget
Positive
Original Final Actual {Negalive)
REVENUES
Interest $ - $ - § 145163 § 145,163
OTHER FINANCING SOURCES (USES)
Transfers in - - 2,501,750 2,501,750
Transfers aut - - (1,149,581) {1,149,581)
TOTAL OTHER FINANCING
SOURCES (USES) -0- -0- 1,352,168 1,352,169
NET CHANGE iN FUND BALANCE -0- -0- 1,497,332 1,497,332
Fund balance, beginning of yaar 2,599,871 2,599,871 2,599,871 -0-
Fund balance, end of year $2,599,871 $2,599.871 $4,097,203 $ 1,497,332
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Isabella County, Michigan
Child Care Fund
BUDGETARY COMPARISON SCHEDULE

Year Ended September 30, 2007

Variance with
Budgeted Amounts Final Budget
Positive
Original Final Actlual (Negative)
REVENUES
Intergovernmental
State $ 957426 § 957426 § 940473 3 (16,948)
Local . 45,000 45,000 39,444 (5,558)
Charges for services 220,500 220,500 218,385 (4,115)
Other - - 1,445 1,445
TOTAL REVENUES 1,222,526 1,222,926 1,197,752 (25,174)
EXPENDITURES
Current
Health and welfare 2.426,817 2,426,817 2,441,847 {15,030}
EXCESS OF REVENUES (UNDER)
EXPENDITURES (1,203,891)  (1,203,891)  (1,244,095) (40,204}
OTHER FINANCING SOURCES
Transfers in 1,203,891 1,203,891 1,203,891 -0-
NET CHANGE IN FUND BALANCE -0- -0- (40,204) {40,204)
Fund balance, beginning of year 483,340 483,340 483,340 -0-
Fund balance, end of year $ 483340 $ 483340 § 443136 % {40,204)
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Isabella County, Michigan
NONMAJOR GOVERNMENTAL FUNDS

Fund Descriptions

SPECIAL REVENUE FUNDS

Special Revenue Funds are used to account for the proceeds of specific revenue sources or to finance specified
activities as required by law or administrative requlations.

Special Revenue Funds are part of the governmental fund category and, accordingly, are accounted for using the
modified accrual basis of accounting Revenue is recognized when it becomes measurable and available as a net
current asset, and expenditures are generally recognized when the related fund liability is incurred.

The Department of Human Services Special Revenue Fund operates as a “quasi-independent” unit.

Certain Special Revenue Funds are required to account for specified activilies of the Courts {the Friend of the Court
Fund, Community Alternatives Fund, and Public Act 511 Fund) or certain County departments {Veterans' Activities)
or in accordance with public law {County Law Library),

Other Special Revenue Funds are used to account for aclivities financed with specific revenue sources (the
Geographical Information System Fund, Parks and Recreation Fund, Register of Deeds Automation Fund, Drug
Law Enforcement Fund, LINK Michigan Grant Fund, Local Corrections Officer Training, Library Board Fund, CDBG
Housing Assistance Grant Fund, Commission on Aging Activities Fund, and the E-911 Fund).

The foregoing funds are budgeted and accounted for separately. However, many funds are homogenous in nature
and therefore are combined for purposes of individual fund financial statement presentation.

CAPITAL PROJECTS FUNDS

Capital Projects Funds are used to account for the purchase or construction of major capital facilities which are not
financed by proprietary funds. The funds are used when legally mandated or when projects are financed wholly or
in part by bond issues, intergovernmental revenue, or private donations. This is also particularly useful for projects
financed from the current revenue of more than one fund or covering more than one year.,

The County has two Capital Projects Funds.

The Capital Improvement Fund is used to account for the financing of various capital projects. Many projects are
financed with transfers from other funds.

The Commission on Aging Building Consltruction Fund is used to account for the construction of a new senior
center, which is funded by a property tax millage passed in November of 2006 by Isabella county voters.



Isabella County, Michigan

Nonmajor Governmental Funds

COMBINING BALANCE SHEET

September 30, 2007

Special
Geographical Friend Register
Information Parks and of the of Deeds
System Recreation Court Automation
ASSETS
Cash and cash equivalents $ 6241 § 134366 $ 109,847 § 270,368
Accounts receivable - - - -
Due from other funds - - - -
Due from olher governmental units
Federal/State - - 67,333 -
Inventories - - - -
Prepaids - 576 - -
TOTAL ASSETS $ 6241 § 134942 § 177,180 % 270,368
LIABILITIES AND FUND BALANCES (DEFICIT)
LIABILITIES
Accounts payabie 3 - % 16,317 & 1122 § 4,289
Accrued wages - 11,807 16,823 -
Due to other funds - 15 49 -
Deferred revenue 995 - -
Due to other governmental units - State - - - -
TOTAL LIABILITIES -0- 29,234 17,994 4,289
FUND BALANCES {DEFICIT)
Reserved for
Donations for special projects - 43,885 - -
Inventories - - - -
Prepaids - 578 - -
Capital projects - - - -
Equipment replacement - - - -
Undesignated, reported in
Special revenue funds 6,241 61,247 158,188 266,079
TOTAL FUND BALANCES (DEFICIT) 6,241 105,708 159,186 266,079
TOTAL LIABILITIES
AND FUND BALANCES (DEFICIT) $ 6,241 3 134,942 & 177180 § 270,368
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Revenue

Local
Drug Law LINK Corractions
Enforcement Community Public Act Michigan Officers County

Activities Alternatives 511 Grant Training Law Library
$ 64076 % 78,234 % 3003 % 5700 § 9,158 % 2,606
323 - 41,851 - - -
- - 17,524 - - -
- - 1,050 - - -
3 64,399 § 78,234 § 53428 § 5700 § 9,158 % 2,606
$ 4836 $ 299 % 10,661 § - 3 - % 1,813
- 1,716 1,709 - - -
- - 79,264 - - -
4,836 2,015 91,534 -0- -0- 1,813
- 1,296 - - - -
59,563 74,923 (28,106) 5,700 5,158 793
59,563 76,219 (28,106) 5,700 9,158 793
$ 64399 § 78234 § 63428 § 5700 § 9,158 § 2,608
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isabella County, Michigan
Nonmajor Governmental Funds
COMBINING BALANCE SHEET - CONCLUDED

September 30, 2007

Special
CcbBG
Housing Comntission Department
Assistance on Aging of Human
Library Board Grant Activities Services
ASSETS
Cash and cash equivalents $ 344 % 13,188 § 405488 % 106,156
Accounis receivable - 686,455 26,138 -
Due from other funds - 19,838 484,876 -
Due from other governmental units
Federal/State - 62,323 92,005 -
Inventories - - 11,361 -
Prepaids - - 2,413 -
TOTAL ASSETS $ 344 § 781,805 $ 1022281 § 106,156
LIABILITIES AND FUND BALANCES (DEFICIT)
LIABILITIES
Accaunts payable $ - % 31,583 § 57319 § -
Accrued wages - - 40,403 -
Due to other funds - 24,454 35,157 -
Deferred revenue - 686,455 674,563 -
Due to ather governmenial units - State - - - 16,000
TOTAL LIABILITIES -0- 742,532 807,442 16,000
FUND BALANCES (DEFICIT)
Reserved for
Donations for special projects - - - -
Inventories - - 11,361 -
Prepaids - - 2.413 -
Capital projects - - - -
Equipment replacement - - - -
Undesignated, reported in
Special revenue funds 344 39,273 201,065 90,156
TOTAL FUND BALANCES (DEFICIT) 344 39.273 214,838 90,156
TOTAL LIABILITIES
AND FUND BALANCES (DEFICIT) 3 344 § 781,805 $ 1022281 3 106,156
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Revenue Capital Projecls

Total
Commission on Nonmajor
Veterans Capital Aging Building  Governmental
Aclivities E-911 Improvement Construction Funds
$ 5055 % 521418 % 385,580 $ - 3 2,120,839
- 128,146 - - 882,913
- - 87,220 203,005 794,939
4,000 45,014 21,150 - 309,349
- - - - 11,361
- 296 - - 4,335
$ 8,055 § 694874 $ 493960 § 203,005 % 4,123,736
3 1,858 § 6,577 & 6043 $ 203,005 % 345,623
- 22,198 - - 04,756
- 88,095 360,735 - 588,809
- - 79,734 - 1,441,747
- - - - 16.000
1,859 117,870 446,512 203,005 2,486,935
- - - - 45,181
- - - - 11,361
- 296 - - 3,285
- - 47.448 - 47448
- 191,253 - - 191,253
7,196 385,455 - - 1,338,273
7,196 577,004 47,448 -0- 1,636,801
¥ 9055 § 694,874 § 493960 § 203,005 $ 4,123,736
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Isabella County, Michigan
Nonmajor Governmental Funds

COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES

Year Ended September 30, 2007

Special

Geographical Friend Register
Information Parks and of the of Deeds
System Recreation Court Automation

REVENUES
Taxes $ - % - 8 - $ -
Licenses and permits - 268,677 - -
Intergovernmental
Federal - - 377,763 -
State - - _ .
Local - - -
Charges for services 6,241 - 14,481 59,500
Fines and farfeits - - -
Interest and rents - 6,062 - 9,930
Conlributions - -
QOther - 4,543 - -

- -

TOTAL REVENUES 6,241 279,282 392,244 69,439

EXPENDITURES
Current
General government - - 584,536 36,336
Public safety - - - -
Health and welfare - -
Recreation and cultural - 523,954 - -
Capital outlay - - -

TOTAL EXPENDITURES -0- 523,954 584,536 36,336
EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES 6,241 (244,672) (192,292) 33,103
OTHER FINANCING SOURCES (USES)
Transfers in - 270,653 205,847 -
Transfers out - (717) (1,408) -
TOTAL OTHER FINANCING
SOURCES (USES) -0- 269,936 294,441 -0-
NET CHANGE IN FUND BALANCES 6,241 25,264 102,149 33,103
Fund balances, beginning of year - 80,444 57,037 232,976
Fund balances {deficit), end of year 3 6,241 $ 105,708 % 159,186 % 266,079
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Revenue

iocal
Drug i aw LINK Corrections
Enforcement Community Public Act Michigan Officers County
Aclivities Alternatives 511 Grant Training Law Library

$ - 3 - -8 -5 -8 -
- - 124,598 - - -

- 102,356 19,903 - 27,390 -

6,442 - - - - 6,500

134 - - - - -

6,576 102,356 144,501 -0- 27,390 8,500

- - 229,188 - - 13,347

12,851 59,538 - - 33,056 -

12,851 59,538 229,188 -0- 33,056 13,347
{6,275) 42,818 {(84,687) -0- {5,666) {(6,847)

- - - - - 3,000

- (25,000) - - - -

-0- (25,000} -0- -0- -0- 3,000
{6,275) 17,818 (84,687) -0- (5,666) (3,847)

65,838 58,401 56,581 5,700 14,824 4,640

$ 59,563 & 76,219 (28,106) $ 5700 & 9158 § 793
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Isabella County, Michigan

Nonimajor Governmental Funds

COMBINING STATEMENT OF REVEMUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - CONTINUED

Year Ended September 30, 2007

REVENUES
Taxes
Licenses and permits
Intergovernmental
Federal
Slate
Local
Charges for services
Fines and forfeits
Interest and rents
Contributions
Other

TOTAL REVENUES

EXPENDITURES
Current
General government
Public safety
Health and welfare
Recreation and cultural
Capital outlay

TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
{UNDER) EXPENDITURES

OTHER FINANCING SOURCES (USES)
Transfers in
Transfers out

TOTAL OTHER FINANCING
SOURCES (USES)

NET CHANGE IN FUND BALANCES
Fund balances, beginning of year

Fund balances {deficit), end of year

Special
CDBG
Housing Commission Department
Assistance on Aging of Human
Library Board Grant Activities Services

$ - 8 - % 507384 % -
- 150,708 300,514 -

- - 599,812 112,212

- - 477,241 -

- - 41,008 -

12 - 9,957 -

- - 359,798 -

- 28,287 14,717 -

12 178,995 2,310,431 112,212

- 165,649 2,269,989 118,016

133,673 - - -
133,673 166,648 2,269,889 118,016
{133,661) 13,346 40,442 {5,804)
133,673 - 167,748 1,000

- - {7,920} -

133,673 -0- 159,828 1,000
12 13,346 200,270 {4,804)

332 25,927 14,569 94,960

$ 344 % 39,273 8§ 214839 3 90,156
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Revenue Capital Projects

Total
Commission on Nonmajor
Veterans Capital Aging Building  Governmental
Aclivities E-911 Improvement Contruction Funds
- - 8 - 5 - 8 507,384
_ - - - 268,677
. - - - 828,985
7432 157,221 21,150 - 1,022,425
- - - - 477,241
- 897,320 - - 1,168,199
- - - - 12,942
- 14,513 2,497 - 43,114
- - - - 359,798
- 122 11,471 - 59,140
7,432 1,069,176 35,118 -0- 4,747,905
. - - - 863,407
- 866,838 - - 972,283
9,803 - - - 2,563,557
- - - - 657,627
- - 420,011 597,926 1,017,937
9,903 866,838 420,011 597,826 6,074,811
(2,471) 202,338 (384,893) (597,926) (1.326,906)
5,500 - 420,200 597,926 1,895,547
- {963) - - (36,006)
5,500 (963) 420,200 597,926 1,859,541
3,029 201,375 35,307 -0- 532,635
4,167 375,628 12,141 - 1,104,166
7196 § 577,004  § 47448 § 0- § 1,636,801

- 66 -



Isabella County, Michigan
Nonmajor Special Revenue Funds

SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES BY FUND - BUDGET AND ACTUAL

Year Ended September 30, 2007

Variance with
Budgeted Amounts Final Budget
Positive
Qriginal Fina! Actual (Negative)
Geographical Information Systemn
REVENUES
Charges for services $ - % - 6241  § 6,241
NET CHANGE IN FUND BALANCE -0- -0~ 6,241 6,241
Fund balance, beginning of year - - - -0-
Fund balance, end of year 5 Q- § Q- 3 6241 § 6,241
Park d Recreatlion
REVENUES
Licenses and permits $ 252000 3 254832 % 268677 % 13,845
Interest 3,700 3,700 6,062 2,362
Other 10,198 8,266 4,543 {3,723}
TOTAL REVENUES 266,798 266,798 279,282 12,484
EXPENDITURES
Current
Recreation and cultural
Administration 177,232 176,270 170,445 5,825
Coldwater Lake County Park 81,603 83,652 73,494 10,158
Deerfield County Park 40,179 37,849 49,665 (11,718)
Herrick County Park 88,183 90,244 79,432 10,812
Maintenance shop 150,254 148,619 150,918 (2,299)
TOTAL EXPENDITURES 537,451 536.734 523,954 12,780
EXCESS OF REVENUES {(UNDERY)
EXPENDITURES (270,653) (2€69,936) {244,672) 25,264
QOTHER FINANCING SOURCES (USES)
Transfers in 270,853 270,653 270,653 -0-
Transfers out - (717) {717} -0-
TOTAL OTHER FINANCING
SOURCES (USES) 270,653 269,936 269.936 -0-
NET CHANGE IN FUND BALANCE -0- -0- 25,264 25,264
Fund balance, beginning of year 80,444 80,444 80.444 -0-
Fund balance, end of year $ 80444 $ 80444 § 105708 $ 25,264
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Isabella County, Michigan

Nonmajor Speclal Revenue Funds

SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES BY FUND - BUDGET AND ACTUAL - CONTINUED

Year Ended September 30, 2007

Variance with

Budgeted Amounts Final Budget
Positive
Original Finai Actual {Negative)
Friend of the Court
REVENUES
Intergovermnmental
Federal $ 369,994 $ 369,994 $ 377763 & 7.769
Charges for services 6,700 6,700 14,481 7.781
TOTAL REVENUES 376,694 376,694 392,244 15,550
EXPENDITURES
Current
General govemment 672,541 671,135 584,536 86,599
EXCESS OF REVENUES
{UNDER) EXPENDITURES (295,847) (294,441) {192,292) 102,149
OTHER FINANCING SOURCES (USES)
Transfers in 295 847 295,847 295,847 -0-
Transfers out - (1.406) (1,406) -0-
TOTAL OTHER FINANCING
SOURCES (USES) 295,847 204,441 294.441 -0-
NET CHANGE IN FUND BALANCE -0- -0- 102,149 102,149
Fund balance, beginning of year 57037 57,037 57,037 -0-
Fund balance, end of year $ 57,037 $ 57037 $ 159,186 $ 102,149
Reaister of Deeds Automation
REVENUES
Charges far services $ 83,000 3 80.000 5 589,500 $  (20,500)
Interest 1,000 1,000 9,939 8,939
TOTAL REVENUES 81,000 81,000 69,439 (11,561)
EXPENDITURES
Current
General govemment 81.000 £1,000 36,336 44,664
NET CHANGE IN FUND BALANCE -0- -0- 33,103 33,103
Fund balance, beginning of year 232,976 232,976 232,976 -0-
Fund balance, end of year $ 232976 § 232976 $ 266,079 3 33,103
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Isabella County, Michigan
Nonmaijor Special Revenue Funds

SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES [N FUND BALANCES BY FUND - BUDGET AND ACTUAL - CONTINUED

Year Ended September 30, 2007

Varance with

Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
Drug Law Enforcement Activities
REVENUES
Fines and forfeits 5 325 % 3250 % 6442 % 3,192
Interest 500 500 134 (366)
TOTAL REVENUES 3,750 3.750 6,576 2,826
EXPENDITURES
Current
Public safety 3.750 3,750 12,851 (9,101)
NET CHANGE IN FUND BALANCE -0- -0- (6,.275) (6,275)
Fund balance, beginning of year 65,838 65.838 66,838 -0-
Fund balance, end of year $ 65838 $ 65838 & 59563 % (6,275}
Community Altematives
REVENUES
Charges for services $ 108000 § 108000 § 10235 $ (5.644)
EXPENDITURES
Curmrent
General govemment 56,330 56,330 59,538 (3,208)
EXCESS OF REVENUES
OVER EXPENDITURES 51,670 51,670 42,818 (8,852)
OTHER FINANCING (USES)
Transfers out (25,000) (25,000) (25.000) -0-
MET CHANGE IN FUND BALANCE 26,670 26.670 17,818 (8.852)
Fund balance, beginning of year 58,401 58,401 58,401 -0-
Fund balance, end of year £ 85071 § 85071 3 76,219 % {8,852)
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Isabella County, Michigan
Nonmajor Speclal Revenue Funds

SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES BY FUND - BUDGET AND ACTUAL - CONTINUED

Year Ended September 30, 2007

Variance with
Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
Public Act 511
REVENUES
Intergovernmental
State $ 100000 § 100000 $ 124598 % 24,598
Charges for services 81,400 81,400 19,903 (61,497)
TOTAL REVENUES 181,400 181,400 144,501 (36,899)
EXPENDITURES
Current
General government 201,910 201,910 229.188 {27.278)
NET CHANGE IN FUND BALANCE {20,510) {20,510} (84,687) (64,177)
Fund balance, beginning of year 56,581 56,581 56,581 -0-
Fund balance (deficit), end of year $ 36071 § 36071 $ (28106) & (64177
LINK Michigan Grant
REVENUES
Intergovernmental ) - 8 - 8 - 8 0-
EXPENDITURES
Current
Recreation and cultural - - . -0-
NET CHANGE IN FUND BALANCE -0- -0- -0- -0-
Fund balance, beginning of year 5,700 5,700 5.700 -0-
Fund balance, end of year $ 5,700 ) 5,700 $ 5,700 $ -0-
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Isabella County, Michigan
Nonmajor Special Revenue Funds

SCHEDULE QF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES BY FUND - BUDGET AND ACTUAL - CONTINUED

Year Ended September 30, 2007

Vanance with

Budgeted Amcunts Final Budget
Positive
Qriginal Final Actual (Negative)

L ocal Correctio Hicers Trainin

REVENUES
Charges for senvices $ - 5 - § 273%0 & 27,390
EXPENDITURES
Current
Public safety - - 33,056 {33,056)
NET CHANGE IN FUND BALANCE -0- -0- (5,666) {5,686)
Fund balance, beginning of year 14,824 14,824 14,524 -0-
Fund balance, end of year $ 14824 § 14824 § 9158 & (5.666)
County Law Library
REVENUES
Fines and forfeits 3 6500 3 6500 % 6500 % -0-
EXPENDITURES
Current
General government 9,500 9,500 13,347 (3,847)
EXCESS OF REVENUES
(UNDER) EXPENDITURES (3,000} (3,000) (6,847} (3.847)
OTHER FINANCING SOURCES
Transfers in 3,000 3,000 3,000 -0-
NET CHANGE IN FUND BALANCE -0- -0- {3.847} (3,847)
Fund balance, beginning of year 4,640 4,640 4,640 -{-
Fund balance, end of year 3 4640 % 4640 § 793 % (3.847)
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Isabella County, Michigan
Nonmajor Special Revenue Funds

SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES BY FUND - BUDGET AND ACTUAL - CONTINUED

Year Ended September 30, 2007

Variance with

Budgeted Amounts Final Budget
Positive
Qriglnal Final Actual {Negative)

Library Board

REVENUES
Fines and forfeils $ 75900 $ 75900 % - % (75900)
Interest 500 500 12 (488)
TOTAL REVENUES 76,400 76,400 12 (76,388)
EXPENDITURES
Current
Recreation and cultural 210,073 210,073 133,673 76,400
EXCESS OF REVENUES
{UNDER) EXPENDITURES (133,673) (133,673) (133,561) 12
OTHER FINANCING SOURCES
Transfersin 133,673 133,673 133,673 -0-
NET CHANGE IN FUND BALANCE -0- -0- 12 12
Fund balance, beginning of year 332 332 332 -0-
Fund balance, end of year $ 332 & 332 % 344 % 12
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Isabella County, Michigan
Nonmajor Special Revenue Funds

SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES BY FUND - BUDGET AND ACTUAL - CONTINUED

Year Ended September 30, 2007

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Aclual (Negative)

CDBG Housing Agsistan rant

REVENUES
Intergovermmmental
Federal $ 121000 S 121,000 § 150,708 $ 29,708
Other 18,000 18,000 28,287 10,287
TOTAL REVENUES 139,000 139,000 178,995 39,995
EXPENDITURES
Current
Health and welfare 161,624 161.623 165,649 {4,026}
EXCESS OF REVENUES OVER
{UNDER) EXPENDITURES (22.624) (22,623) 13,346 35,969
OTHER FINANCING SOURCES
Transfers in - - - -0-
NET CHANGE IN FUND BALANCE (22,624) (22,623) 13,346 35,969
Fund balance, beginning of year 25,927 25927 25,927 -0-
Fund balance, end of year 5 3303 8 3304 § 39273 % 35,969

-73.-



Isabelia County, Michigan

Nonmajor Special Revenue Funds

SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES BY FUND - BUDGET AND ACTUAL - CONTINUED

Year Ended September 30, 2007

Variance with

Budgeted Amounts Final Budget
Positive
Original Final Aclual (Negative)
Cemmission on Aging Aclivilies
REVENUES
Taxes $ - % 474,440 $ 507384 % 32,944
Intergovermmental
Federal 402,264 416,688 300,514 (116,174)
State 375,545 414,745 599,812 185,067
Local 609,060 461,536 477.241 15,706
Charges for services 97,661 97,661 41,008 (56,653)
Interest and rents - - 9,957 9,957
Contributicns 428,796 415,820 359,798 (66,022)
Other 5,700 8,955 14,717 5,762
TOTAL REVENUES 1,919,026 2,289,845 2,310,431 20,586
EXPENDITURES
Current
Health and weltare 2,242,084 2,252,781 2,269,989 {17,208)
EXCESS OF REVENUES
OVER EXPENDITURES (323,058) 37,064 40,442 3,378
OTHER FINANCING SOURCES (USES)
Transfers in 351,693 190,171 167,748 (22,423)
Transfers gul [28,650) (30,344) (7,920} 22,424
TOTAL OTHER FINANCING
SOURCES {(USES) 323,043 159,827 159,828 1
NET CHANGE IN FUND BALANCE (15) 196,891 200,270 3,379
Fund balance, beginning of year 14,569 14,569 14,569 -0-
Fund balance, end of year $ 14554 $ 211,460 $ 214,839 $ 3,379
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|sabella County, Michigan
Nonmajor Special Revenue Funds

SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES BY FUND - BUDGET AND ACTUAL - CONTINUED

Year Ended September 30, 2007

Vanance wilh

Budgeted Amounts Final Budget
Pasitive
Original Final Aclual (Negative)
Department of Human Services
REVENUES
Intergovemmental
State $ - % - % 12212 § 112212
EXPENDITURES
Currenl
Health and welfare - - 118,016 {118,016)
EXCESS OF REVENUES {UNDER})
EXPENDITURES -0- -0- {5.804) (5,804)
OTHER FINANCING SOURCES
Translers in - - 1,000 ~ 1,000
NET CHANGE IN FUND BALANCE -0- -0- (4.804) {(4,804)
Fund balance, beginning of year 94,960 94,960 84,960 -0-
Fund balance, end of year $ 94960 § 94960 & 90,156 § (4,804)

Veterans Aclivities

REVENUES
Intergovernmental
State 3 6,864 3 6,864 $ 7.432 $ 568
EXPENDITURES
Current
Health and welfare
Veterans affairs relief 5,500 5,500 4,409 1,091
Veterans trust 6,864 6,864 5,494 1,370
TOTAL EXPENDITURES 12,364 12,364 9,903 2,461
EXCESS OF REVENUES
(UNDER) EXPENDITURES {5.500) {5,500) (2.471) 3,029
QOTHER FINANCING SQURCES
Transfers in 5,500 5,500 5,500 -0-
NET CHANGE IN FUND BALANCE -0- -0- 3,029 3,029
Fund balance, beginning of year 4,167 4,167 4,167 -0-
Fund balance, end of year $ 4,167 & 4167 & 7196 % 3,029
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Isabella County, Michigan
Nonmajor Special Revenue Funds

SCHEDULE OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES BY FUND - BUDGET AND ACTUAL - CONCLUDED

Year Ended September 30, 2007

Variance with

Budgeted Amounts Final Budget
Posilive
Original Final Actual {Negative)
E-911
REVENUES
Intergovernmental
State $ - 8 - § 157221 $ 157,221
Charges for services 860,950 860,950 897,320 36,370
Interest 5,000 5,000 14,513 9,513
Other 100 100 122 22
TOTAL REVENUES 866,050 866,050 1,069,176 203,126
EXPENDITURES
Curren|
Public safety 1,040,978 1,040,015 866,838 173,177
EXCESS OF REVENUES OVER
{UNDER) EXPENDITURES (174,928) (173,965) 202,338 376,303
OTHER FINANCING (USES)
Transfers out - (963) (963) -0-
NET CHANGE [N FUND BALANCE (174.928) (174,928) 201,375 376,303
Fund balance, beginning of year 375,629 375,629 375,629 -0-
Fund balance, end of year § 200,701 § 200,701 $ 577.004 § 376,303
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Isabella County, Michigan
NONMAJCR ENTERPRISE FUNDS

Fund Descripticns

Enterprise Funds are used to account for operatians that are financed and operated in a manner similar to private
business enlerprises, where the intent of the County is that the costs (expenses including depreciation) of providing
goods or services to the general public on a conlinuing basis be financed or recovered primarily through user
charges.

The County has four Nonmajor Enterprise Funds:

The Building Inspection Fund, which is used for the activity related to construction inspections; the Recyecling Fund,
which is used for the Recycling Program and related grants; the Concessions Fund, which is used to account for the
purchase of various consumer products for the subsequent resale to inmates lodged in the Isabella County,
Michigan Jail; and the PA 123 Restricted Tax Fund, which is used to account for the activity related to the sale of
real property lo satisfy delinquent taxes receivable under Public Act 123.



Isabella County, Michigan
Neonmajor Enterprise Funds
STATEMENT OF NET ASSETS

September 30, 2007

Business-type Aclivilies

Building PA 123
Inspection Recycling Cornkessions Restricled Tax Total
ASSETS
Current assets
Cash and cash equivalents $ 111,118 & 610511 % 501,361 $ 180,884 §$ 1,403,874
Investments - - - 600,000 600,000
Accounts receivable - 98,756 - 4,403 103,159
Due from other goevernmental unils
Federal/State - 19,429 - - 19,429
Local - 61,301 - - 61,301
Due from cther funds . 34,4902 - 1,006 35,408
Inventory - - 4,464 - 4,464
Prepaids 148 296 - - 444
Totat current assets 111,266 824.695 505,825 786,293 2,228,079
Noncurrent assets .
Capital assels nct being depreciated - 121,853 - - 121,953
Capital assels being depreciated, net 26,367 1,013,173 102,703 - 1,142,243
Total noncurrent assels 26,367 1,135,126 102,703 -0- 1,264,186
TOTAL ASSETS 137,633 1,959,821 608,528 786,293 3,492,275
LIABILITIES
Current liabilities
Accounts payable 1,017 193,391 15,034 1,257 210,699
Accrued liabilities 8,939 6,634 - 1,398 16,971
Due to other funds 58 1 - - 59
Unearned revenue - 29,079 - - 29,079
Current poriion of compensaled absences 10,188 2,214 - 1,736 14,138
Total current liabilities 20,202 231,318 15,034 4,391 270,946
Noncurrenl liabilities
Compensated absences 13,749 3,322 - 2,605 19,676
TOTAL LIABILITIES 33,951 234 641 15,034 6,996 280,622
NET ASSETS
Invested in capital assets 26,367 1,135,126 102,703 - 1,264,196
Restricted for equipment replacement - 424,160 96,978 - 521,138
Unrestricted 77.315 165,894 393,813 779,297 1,416,319
TOTAL NET ASSETS $ 103682 $1.725180 § 593,494 $ 779,287 § 3,201,653
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Isabella County, Michigan

Nonmajor Enterprise Funds

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET ASSETS

OPERATING REVENUES
Charges for services
Sales

TOTAL OPERATING REVENUES

OPERATING EXPENSES
Personal services
Supplies
Conlractual services
Other services and charges
Caost of goods sold
Depreciation

TOTAL OPERATING EXPENSES
OPERATING INCOME (LOSS)
NONOPERATING REVENUES
Intergovernmental
State
Local
Interest earned
Sale of ¢apital assets
Other
TOTAL NONOPERATING REVENUES
INCOME (LOSS) BEFORE TRANSFERS

OTHER FINANCING SOURCES
Transters in

CHANGE IN NET ASSETS
Net assels (deficit), beginning of year

Net assets, end of year

Business-type Adlivilies

Year Ended September 30, 2007

Building PA 123
Inspection Recycdling Concessions Restricted Tax Total

$ 302560 §$ 86685 $§ 235,051 134933 $ 759,229

- 651,821 - - 651,891

302,560 738,576 235,051 134,333 1,411,120
305,665 175,579 - 64,935 536,179
7,570 6,742 15,400 12,246 41,958
5,122 790,356 - 14,100 809,578
15,745 64,769 3,145 5,519 89,178

- - 79,105 - 79,105

9,088 77,658 11,791 - 98,537
343,190 1,115,104 109.441 86,800 1,654,535
(40,630} (376,528) 125,610 48,133 (243,415)

- 19,429 - - 19,429

- 199.004 - - 199,004

- 18,891 18,355 76,768 114,014

- 7.000 - - 7.000

- 1,274 - - 1,274

Q- 245,598 18,355 76,768 340,721
{40,630) (130.930) 143,965 124,901 97,306
205,373 153,109 - - 358,482
164,743 22,179 143,965 124,801 455,788
{61,061) 1.703,001 449,529 654,396 2,745,865

$ 103,682 $ 1,725,180 $ 593494 779,297 $ 3,201,853
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CASH FLOWS FROM OPERATING ACTIVITIES
Cash receipls from customers
Cash paid to suppliers
Cash paid for employee services and benelits

NET CASH PROVIDED (USED) BY
OPERATING ACTIVITIES

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES
Transfers in
State/Federal grants

NET CASH PROVIDED BY
NONCAPITAL FINANCING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Transfers in
Acquisition and construction of capital assets
Sale of capital assets

NET CASH PROVIDED (USED)
BY CAPITAL AND RELATED
FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investmenis
Interest revenue

NET CASH PROVIDED (USED) BY
INVESTING ACTIVITIES

NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Reconciliation of operating income (loss) to ret
cash provided (used) by operating aclivities
Operating income (loss)
Adjustments to reconcile cperating income
(toss) to net cash provided (used) by
operating activities
Depreciation
Other income
{Increase) in receivables
Decrease in due from other
govermnmental units
{increase) in prepaids
(Increase) in inventory
Decrease in due from other funds
Increase (decrease) in accounts payable
Ingrease in accrued liabililies
(Decrease) in due to olher funds
{Decrease)in deferred revenue

NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES

Isabelia County, Michigan
Nonmajor Enterprise Funds
STATEMENT OF CASH FLOWS

Year Ended September 30, 2007

Business-type Aclivilies

Buitding PA 123
Inspection Recycling Caoncessions  Reslricled Tax Total
$ 302560 & 876887 § 235,051 $ 134,006 § 1,548,504
{179,864) (798,732) {91,090) (32,216) (1,101,902)
(304,932) {174,138) - (54,859) (533,989}
(162,236) (96,043) 143,961 46,931 (87,387)
- 153,109 - - 153,109
- 218,433 - - 218,433
-0- 371,542 -0- 0- 371,542
205,373 - - - 205,373
- {18,760) (33,922) - {52,682)
- 7.000 - - 7.000
205,373 {11,760) (33.922) 0 159,691
- - - (176,709) (176,709)
- 18,891 18,355 76,768 114,014
-0- 18,891 18,355 (9,941) {62.695)
23,137 282,630 128,394 (53,010} 381,151
87,981 327,881 372,967 233,894 1,022,723
$ 114,118 $ 610,511 $ 501,361 $ 180,884 $1.403,874
$ (40,630) $ (376528) $§ 125610 § 48,133 $ (243,415
9,088 77 658 11,791 - 98,537
- 1,274 - - 1.274
- (24,873) - (927) (25,800)
- 161,910 - - 161,919
(148) {296) - - {444)
- - {2,526) (418) (2.944)
- a7 - - 87
(929) 67,815 9,086 67 76,039
733 1,381 - 76 2,190
(150,350) (16} - - {150,366)
- {4.455) - . (4,455)
$ (182236} & {96,043} & 143,989 § 46,931 $ {(B7.387)
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Isabella County, Michigan
TRUST AND AGENCY FUNDS
Fund Descriptions

Fiduciary, or Trust and Agency Funds, are used to account for assets which the County holds as trustee or agent for
individuals, private organizations, and other governmental units.

Agency Funds

Agency Funds are custodial in nature (assets equal liabilities) and do not involve measurement of the results of
operations. Agency Funds are merely clearing accounts, ang are accounted for using the modified accrual basis of

accounting. The County's Fiduciary Funds are all Agency Funds.

The Trust and Agency Fund is used to account for collection and distribution of Court-imposed fines, current
property tax coliections remitled by the taxing units, and other similar collections.

The Inmate Trust Fund is used to account for cash held on behalf of inmates lodged in the County Jail.

The Employee Flexible Berefit Plan Fund is used to account for salary reductions made by employees for certain
benefits as specified by the Counly's Flexible Benefits Plan and as permitied by IRC Section 125.

The Payrall Fund is used to account for all payroll tax-related transactions. Payroll withholdings are deposited to
and disbursed from this fund.

The Library Penal Fines Fund is used to receive money from penal fines imposed for State law violations. Money is
transferred annually to the County Law Library Fund and to the City/County Library.

The Medica! Care Facility Patient Fund is used to account for cash held for patients that reside in the facility.



Isabelta County, Michigan
Agency Funds
COMBINING STATEMENT OF FIDUCIARY ASSETS AND LIABILITIES

September 30, 2007

Agency
Employee
Trust and Inmate Flexible
Agency Trust Benefits Plan
ASSETS
Cash and cash equivalents $ 1,315,947 $ 483369 § 4,463
Prepaids - - -
TOTAL ASSETS $ 1,315,947 $ 48,369 3 4,463
LIABILITIES
Due lo other governmental units
Federal/Siate $ 159,336 $ - 8 -
Local 642,876 - -
Due to individuals and agencies 513,735 48,369 4,483
TOTAL LIABILITIES $ 1,315,947 5 48,369 $ 4,463
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Funds

Library Medical
Penal Care Facility
Payrali Fines Patient Agency Total

- 100,262 § 2,686 1,471,727
28,385 - - 28,386
28,386 100,262 % 2,686 1,500,113
1,080 - % - 160,416
- 100,262 2,469 745,607
27,306 - 217 594,090
28,386 100,262 _§ 2,686 1,500,113
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Isabella County, Michigan

Agency Funds

SCHEDULE OF CHANGES IN ASSETS AND LIABILITIES

ASSETS
Cash and cash equivalents

LIABILITIES
Due to olher governmental units
Federal/State
Local
Due to individuals and agencies

TOTAL LIABILITIES

ASSETS
Cash and cash equivalenls

LIABILITIES
Due to individuals and agencies

ASSETS
Cash and cash eguivalents

LIABILITIES
Due to individuals and agencies

ASSETS
Cash and cash equivalents
Prepaids
Due from others

TOTAL ASSETS

LIABILITIES
Due to other governmental unils
Federal/State
Due to individuals and agencies

Year Ended September 30, 2007

Balance

Balance September 30,

Octcber 1, 2006 Additions Deductions 2007

Trust and Agency
$ 586,878 $ £54.086.724 53,357,655 1,315,947
$ - 5 2,054,439 1,885,103 169,336
233,237 28,258,009 27,845,370 642,876
353,641 1,484,202 1,324,108 513,735
g 586,878 $ 31,797,650 31,068,581 1,316,947
inmate Trust
% 33,717 3 1,770,417 1,755,465 48,369
$ 33,717 % 1,772,608 1,757 956 48,369
Employee Flexible Benefits Plan
$ 8707 § 82,041 86,285 4,463
$ 8707 % 82,041 86,285 4,463
Payroll

$ 2887 $ 6,424,849 6,427,736 -0-
- 28,386 - 28,386
1,165 128 1,293 -0-
$ 4052 % 6,453,363 6,429,029 28,386
$ - 95 2,661,488 2,660,408 1,080
4052 230,122 206,868 27,306
$ 4,052 § 2,891,610 2,867,276 28,386
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SCHEDLUILE OF CHANGES IN ASSETS AND LIABILITIES - CONCLUDED

ASSETS
Cash and cash equivalents

LIABILITIES
Due to other governmental units
Local

ASSETS
Cash and cash equivalenis

LIABILITIES
Due to other governmental unils
Federal/State
Due to individuals and agencies

Isabella County, Michigan

Agency Funds

Year Ended September 30, 2007

Balance
Balance September 30,
QOctober 1, 2006 Additions Deducticns 2007
Library Penal Fineg
$ 103835 § 1,092,880 1,096,453 § 100,262
$ 103,835 § 424,578 428161 § 100,262
Medical Care Facility Patient
$ 1375 % 3,637 2,326 $ 2,686
$ 742 § 3,685 1,858 & 2,469
633 52 468 217
$ 1,375 % 3,637 2326 % 2,686
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Isabella County, Michigan
DISCRETELY PRESENTED COMPONENT UNITS

Fund Descriptions

The Discretely Presented Compenent Units of Isabella County are legally separate organizations included in the
County's reporting entity because they are financially accountable to the County as defined by GASB Statement No.
14.

Financial slatements for the Isabella County Board of Public Works and the Drainage Districts administered by the
Isahella County Drain Commissioner have been presented in this section because separate audiled financial
statements are not available.

isabella County Board of Public Waorks is responsible for the administralion of the various public works capital
projects funds and the associated debt service funds under the provisions of Act 185, Public Act of 1937, as
amended. The Board is also responsible for the administration of the operations of the Lake lsabella Water Supply
Systern as reported in an Enterprise Fund.

The Drainage Districts are established pursuant to Act 40, Public Act of 1956, as amended, and are administered
by the Isabella County Drain Commissioner. The Drainage Districts include capital projects funds to report the drain
construction and maintenance aclivities, debt service funds to maintain the financial resources for the payment of
long-term debt, and an internal service fund utilized to account for the purchase of drain tile which is then sold to the
individual drainage districts.



Isabella County, Michigan
Camponent Unit Funds
COMBINING BALANCE SHEET - DRAINAGE DISTRICTS

Sepiember 30, 2007

Debt
County Little Salt Paisley Hance
Drain River Drain Phase i
ASSETS
Cash and cash equivalents § 255223 % 8309 § 140982 § 265948
Investments - - - -
Interest receivable - - - -
Due from other funds - - - -
Special assessments receivable 679,488 273,041 376,707 511,667
TOTAL ASSETS $ 934711 $ 281,350 $ 517683 § 777615
LIABILITIES AND FUND BALANCES
LIABILITIES
Deferred revenue $ 676225 § 273,041 $ 376,707 § 511,667
Due to other funds - - - -
TOTAL LIABILITIES 676,225 273,041 376,707 511,667
FUND BALANCES

Reserved for debt service 258,486 8,309 140,982 265,948
Unreserved - undesignated - - - -
TOTAL FUND BALANCES 258,486 8,309 140,982 265,948

TOTAL UIABILITIES AND
FUND BALANCES $ 934,711 $ 281350 § 517689 % 777615
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Service Capital Projects

County County Drain
Saunders Drain Construction
Salt River Extension Revalving & Maintenance Total

$ 242399 3% 1,848 8 33695 § 1572437 § 2,520,841

- - - 1,835,564 1,835,564
- - - 8,664 8,664
- - 127,625 50 127.675
515,272 - - 12,719 2,368,894

3 757671 &% 1.848 & 161,320 $ 3429434 § 6.861,638

$ 515272 § 1841 3 - ¥ 315197 § 2,669,850
- - S0 127,625 127,675

615,272 1,841 50 442,822 2,797,625
242,399 7 - - 916,131

- - 161,270 2,988,612 3,147,882

242,398 7 161,270 2,986,612 4,064,013

$ 757671 % 1848 § 161,320 % 3429434 § 6,861,638
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Isabella County, Michigan
Component Unit Funds

RECONCILIATION OF THE COMBINING BALANCE SHEET TO
THE STATEMENT OF NET ASSETS - DRAINAGE DISTRICTS

September 30, 2007

Total fund balances - governmental funds $ 4,064,013
Amounts reported for the governmental activities in the statement of net assets are different because:

Long-lerm receivables are not available to pay for current period expenditures
and are therefore deferred in the funds. These consist of:

Deferred revenue 2,354,753

Capital assets used in governmental activities are not financial resources
and therefore are not reported as assets in the governmental funds.

The cost of capital assets is $ 15,205,929
Accumulated depreciation is {2,831,413)
Capital assets, net 12,374,516

Internal service funds are used by management lo charge the costs
of certain activities to individual funds.

Net assets of governmental activities accounted for
in Internal Service Funds 44,672

Long-term liabilities are not due and payable in the current period
and therefore are not reported as liabilities in the funds.
Long-term liabilities at year-end consist of:

Bonds and notes payable 3,916,089
Accrued interest payable 54,731
(3.970,820)
Net assets of governmental activities 5 14,867,134

- 86 -



Isabella County, Michigan
Component Unit Funds

COMBINING STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCES - DRAINAGE DISTRICTS

Year Ended September 30, 2007

REVENUES
Intergovernmental - local
Interest
Other

Special assessments
Other

TOTAL REVENUES
EXPENDITURES
Debt service
Principal
Interest and fiscal charges
Capital outlay
TOTAL EXPENDITURES

EXCESS OF REVENUES OVER
(UNDER) EXPENDITURES

OTHER FINANCING SQURCES
Note proceeds

NET CHANGE IN FUND BALANCES

Fund balances, beginning of year

Fund balances, end of year

Debt
County Little Salt Paisley Hance
Drain River Drain Phase ||

- § - % - % -

10,854 243 5,633 10,496

375,539 54,327 215,053 90,642

386,493 54,570 220,686 101,138

331,832 29,250 56,000 100,000

45973 17,011 23,713 30,443

377.805 46,261 79,713 130,443
8,688 8,309 140,973 {29,305)
8,688 8,309 140,973 (29,305)

249,798 - 9 295,253

258,486 % 8309 % 140982 $ 2650948

-87-



Service Capital Projects

County County Drain
Saunders Drain Consfruction
Salt River Extension Revalving & Maintenance Total
% - 3 - $ - $ 420,751 $ 420,751
8,813 7 1,248 127,129 164,521
134,565 - - 52,503 922 629
- - - 3,792 3,792
143,378 7 1,246 604,175 1,511,693
100,000 - - 25,000 642,082
37.032 - - 1,190 155,362
- - - 803,235 893,235
137,032 -0- -0- 919,425 1,690,679
6,346 7 1,246 (315,250} (178,986)
- - - 1,287,000 1,287,000
8,346 7 1,246 971,750 1,108,014
236,053 - 160,024 2,014,862 2,955,999
$ 242399 % 7 % 161,270 $ 2986612 $ 4,064,013
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Isabella County, Michigan
Component Unit Funds
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, AND
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS
TO THE STATEMENT OF ACTIVITIES - DRAINAGE DISTRICTS

Year Ended September 30, 2007

Net change it fund balances - total governmental funds $ 1,108,014
Amounts reported for governmental activilies in the statement of aclivities are different because:

Revenues in the statement of activities that do not provide current financial resources
are not reported as revenues in the funds. 342,043

Capital outlays are reported as expenditures in governmental funds. However, in the
statement of activities, the cost of capital assets is allocaled aver their estimated useful lives
as depreciation expense. In the current period, these amounts are:

Capital outlay $ 947,283
Depreciation expense (312,219}
Excess of capital outlay over depreciation expense 635,064

Internal service funds are used by management to charge the costs
of certain activities to individual funds.

Increase in net assets of Internal Service Funds 2,985

Repayment of long-term debt and horrowing of long-term debt is reported as expenditures and
other financing sources in governmental funds, but the repayment reduces long-term

liabilities and the borrowings increase long-term liabilities in the statement of net assets.

In the current year, these amounts consist of:

Note proceeds (1,287,000}
Debt principal retirements 642,082
(644,918)

Some items reported in the statement of activities do not require the use of current financial
resources and therefore are not reported as expenditures in governmental funds. These
activities consist of:

{Increase) in accrued interest payable (20,737)

Change in net assets of governmenta) activities $ 1,422,451
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Isabella County, Michigan
Component Unit Funds
STATEMENT OF FUND NET ASSETS - DRAINAGE BISTRICTS - DRAIN TILE FUND

September 30, 2007

Internal
Service Fund
ASSETS
Current assets
Cash and cash equivalents % 12,087
Inventory 32,585
NET ASSETS ({unrestricted) $ 44,672
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Isabella County, Michigan
Component Unit Funds

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN
FUND NET ASSETS - DRAINAGE DISTRICTS - DRAIN TILE FUND

Year Ended September 30, 2007

Internal
_Service Fund
OPERATING REVENUES
Sales $ 10,308
OPERATING EXPENSES
Materials 7,324
OPERATING INCOME/CHANGE IN NET ASSETS 2,985
Net assets, beginning of year 41,687
Net assets, end of year 3 44,672
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Isabella County, Michigan
Component Unit Funds
STATEMENT OF CASH FLOWS - DRAINAGE DISTRICTS - DRAIN TILE FUND

Year Ended September 30, 2007

Internal
_Service Fund_
CASH FLOWS FROM OPERATING ACTIVITIES

Cash receipts from customers 3 10,308
Cash paid to suppliers (13.214)
NET CASH (USED) BY OPERATING ACTIVITIES {2.905)

Cash and cash equivalents, beginning of year 14,992

Cash and cash equivalents, end of year $ 12,087

Reconciliation of operating income to net
cash {used) by operating activilies
Operating income ) 2,985
Adjustmentis to reconcile operating income
to net cash (used) by operaling aclivities

{Increase) in inventory (5.890)
NET CASH (USED) BY OPERATING ACTIVITIES $ (2,905)
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Isabella County, Michigan
Component Unit Funds
COMBINING BALANCE SHEET - BOARD OF PUBLIC WORKS

September 30, 2007

Debt Service Capital
Union Shepherd
Shepherd Clare Township Storm Sewer
Storm Water & Waslewaler Separation
Sewer Sewer Treatment Construction
ASSETS
Cash and cash equivalents $ - 3 - 8 - % -
Accounts receivable 1580 - - -
Lease receivable 1,350,000 340,000 7,250,000 -
Due from other governmental units - 54,341 - -
Prepaids - 58,459 567,423 -
TOTAL ASSETS $ 1350150 $ 452,800 § 7807423 § -0-
LIABILITIES
Accounts payable 3 150 § - % - 8 -
Due to olher governmental units - 58,634 - -
Deferred revenue 1,350,000 394,166 7,807,423 -
TOTAL LIABILITIES 1,350,150 452 800 7,807,423 -0-
FUND BALANCES
Reserved for
Capital projecls - - - -
TOTAL FUND BALANCES -D- -0- -0- -0-
TOTAL LIABILITIES AND
FUND BALANCES $ 1,350,150 $ 452,800 § 7,807,423 § -0-

-03-



Projects

Clare
Water & Sewer
System

Construclion Total
3 21,820 5 21,820
- 150
- 8,940,000
- 54,341
- 615,882
$ 21,820 $ 9,632,193
5 - ] 150
- 58,634
- 9,551,589
-0 9,610,373
21,820 21,820
21,820 21,820
& 21.820 $ 9632,193

.94 -



Isabella County, Michigan
Component Unit Funds

RECONCILIATION OF THE COMBINING BALANCE SHEET TO
THE STATEMENT OF NET ASSETS - BOARD OF PUBLIC WORKS

September 30, 2007

Total fund balance/net assets - component unit funds ) 125,385

Amounts reported for the governmenial activities in the statement of net assets are different because:

Certain accounts receivable are not susceptible to accrual in the
governmental funds due to not having met the criteria to be considered
available to finance current operations. 8,514,946

Long-term liabilities are not due and payable in the current pericd
and therefore are not reporied as liabilities in the funds.
Long-term liabilities at year-end consist of:

Accrued interest payable $ 4,946
Direct county cbligations 8,510,000
(8,514,946)
Net assets of component unit activities % 125,385

-g5-



Isabelia County, Michigan
Companent Unit Funds

COMBINING STATEMENT OF REVENUES, EXPENDITURES,
AND CHANGES IN FUND BALANCES - BOARD OF PUBLIC WORKS

Year Ended Seplember 30, 2007

Debt Service Capital
Union Shepherd
Shepherd Clare Township Storm Sewer
Storm Water & Wastewater Separation
Sewer Sewer Treatment Construction
REVENUES
Intergovernmental - local $ 253635 $ 63325 § 734603 § -
Interest - - - 194
TOTAL REVENUES 253,635 63,325 734,603 194
EXPENDITURES
Current
Public Works - - - 11,669
Debt service
Principal 190,000 45,000 385,000 -
Interest and fiscal charges 63,635 18,500 348 603 -
TOTAL EXPENDITURES 253,635 63,500 734,603 11,669
NET CHANGE IN FUND
BALANCES -0- {(175) -0- {11,475)
Fund balances, beginning of year - 175 - 11,475
Fund balances, end of year 3 0- § 0 % -0-  § -0-
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Projects

Clare
Waler & Sewer
System
Construction Tolal

$ - $ 1,051,563
790 984

790 1,052,547

- 11,669

- 620,000

- 431,738

-0- 1,063,407
790 {10.860)

21.030 32,680

$ 21820 § 21,820
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Isabslla County, Michigan
Component Unit Funds
RECONCILIATION OF THE STATEMENT OF REVENUES,
EXPENDITURES, AND CHANGES IN FUND BALANCES OF GOVERNMENTAL
FUNDS TO THE STATEMENT OF ACTIVITIES - BOARD OF PUBLIC WORKS

Year Ended September 30, 2007

Net change In fund balances/net assets - total component urit funds $
Amounts reported for governmental activities in the statement of activities are different because:
Repayment of long-term debt and borrowing of long-term debt is reporied as expenditures and
other financing sources in governmental funds, but the repayment reguces leng-terrn
liabilities and the borrowings increase long-term liabilities in the statement of net assets.
In the current year, these amounts consist of:

Long-term debt retiremenis

Revenues in the stalement of activities that do not provide current
financial resaurces are not reported as revenues in the funds.

Some iterns reported in the Statement of Aclivities do not require the use of firancial
resources and are therefore not reported as expenditures in governmental funds.
These items consist of:

Decrease in accrued interest payable

(10,544)

620,000

{620,665)

665

Change in net assets of component unit actlvities $

(10,544)

-98 -



Isabella County, Michigan
Caompaonent Unit Funds

STATEMENT OF FUND NET ASSETS - BOARD OF PUBLIC WORKS -
LAKE ISABELLA WATER SUPPLY SYSTEM

September 30, 2007

ASSETS
Current assels
Cash and cash equivalents
Accounts receivable

Total current assets
Noncurrent assets
Capital assets not being depreciated
Capital assets being depreciated, net
Total noncurrent assets
TOTAL ASSETS
LIABILITIES
Accounts payable
Due 1o other governmental units
TOTAL LIABILITIES
NET ASSETS

Invested in capital assets
Unrestricted

-99 .

Proprietary
Fund

$ 44,437
8.759

53,196
16,000
47,400
63,400
116,596

581

12,450
13,031

63,400
40,165

$ 103,565



Isabella County, Michigan
Compenent Unit Funds

STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN FUND NET ASSETS - BOARD OF PUBLIC WORKS -
LAKE ISABELLA WATER SUPPLY SYSTEM

Year Ended September 30, 2007

OPERATING REVENUES
Charges for services

OPERATING EXPENSES

Supplies

Utilities

Contractual services

Other

Depreciation
TOTAL OPERATING EXPENSES
OPERATING (LOSS)

NONGCPERATING REVENUES
Interest

CHANGE IN NET ASSETS
Net assets, beginning of year

Net assets, end of year

-100 -

Proprietary
Fund

$ 29,888

1,309
3,006
6,199
12,537
6,851

29.992

(104)

420

316

103,249

S 103,565



Isabella County, Michigan
Component Unit Funds

STATEMENT OF CASH FLOWS - BOARD CF PUBLIC WORKS
LAKE ISABELLA WATER SUPPLY SYSTEM

Year Ended September 30, 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Cash receipts from customers
Cash paid to suppliers

MNET CASH PROVIDED BY OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Interest

NET INCREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalenis, beginning of year

Cash and ¢ash equivalents, end of year

Recanciliation of gperating (loss} to net
cash provided by operating aclivities
Operaling (loss)
Adjustments to reconcile operating {loss)
to net cash provided by operating activities
Depreciation
(Increase} in accounts receivable
(Decrease) in accounts payable
Increase in due to other governmental units

NET CASH PROVIDED BY OPERATING ACTIVITIES

=101 -

Proprietary
Fund

5 26,707
(22,790)

3,817

420
4,337
40,100

3 44,437

$ (104)

6,851
{3,181)
{12,099)

12,450

$ 3,917



STATISTICAL SECTION (UNAUDITED)



STATISTICAL SECTION

This part of Isabella County's comprehensive annual financial report gresenis detailed informalion as a
context for undersianding what the information in the financial stalements, note disclosures, and required
supplementary information says about the government's averall financial health.
Contents Page
Financial Trends
These schedules contain trend information to help the reader 102
understand how the government’s financial performance and

well-being have changed over time.

Revenue Capacity

These schedulas contain information to help the reader assess 705
the government's most significant local revenue source, the
property lax.
Debt Capacity
These schedules present information to help the reader assess 113

the affordability of the government's current level of outstanding
debt and the government's ability to issue additional debt in the
future.

Demaographic and Economic Information

These schedules offer demographic and economic indicators to 116
help the reader understand the environment within which the
government's financial aclivities take place.

Operating Information

These schedules contain service and infrastructure dala to help 118
the reader undsrstand how the information in the government's

financial report refatas to the services the government provides

and the activities it performs.

Sources: Unless otherwise noted, the information in these schedules is derived from the comprehensive annual financial
reports for the relevant year. The County implemented Govemmental Accounting Standards Board Statement 34 in
2003. Schedules presenting govemment-wide information include information beginning in that year.



Govemmaental aclivites
Invested in capliel assets, net of related debt
Restricted
Unrastricted

Total gavernmanial aclivities net assels

Business-lype activilies
Investad in capital assats, nel af related debl
Restricted
Unrestricled

Taola!l business-lypse activilies nal assels

Primary governmenl
Invasted in capital aseats, nat af related debt
Restricted
Unrestricled

Total primary aclivilies net assels

Ieabealla County, Michlgan

NET ASSETS BY COMPONENT

LAST TEN FISCAL YEARS

Table 1

{Unaudiied}
1998 1898 2000 2001 2002 2003 2004 2006 2006 2007
- L1 - §09,354981 S 8216255 512,568,600 513583934 §11,603.861
. - . 445 647 232,891 247,808 265,993 283,882
. - - - - 0,164,097 5,388,443 4,834,618 7,839,719 12.801.477
-G- -0- -0- - & 0- 518964725 $14037589 317769417 $21.710.646 $24,779,220
- - - - 8§ - 5 2440099 § 2616645 § 3815212 § 3780427 § 4,430,922
- - - - - 3,769,982 3,818,295 3.047,637 2,657,252 3.830.776
- - - - - 5656994 5,086,611 6,068,074 7.960,768 8.508.879
-0- -0- -0« 0§ -0- S$11,873676 $12,321,551 §12.920,923 $14.308447 §16.770.588
- - - - 8 - $11.801680 S £832900 §16401902 $17364361 §16,124,704
- - - - - 4,215,630 4,151,186 3,295,445 2953245 4,114,656
- - - - - 14,821,091 14,275,054 10,992,693 15,800,487 21,308,768
-0- -0- =0~ g 8§ -0- §30,838.401 $27,259140  $30,690,040 $36.118.083  §41548.218
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Expenses
Govemmental acivilies:
Ganeral government
Public cafety
Public works
Cammunily and econcmic development
Haslth and wallare
Culture and recrealion
Intarest on debl
Total govarnmantal activilies expanses
Businaess-lyps activilies:
Dalinguent property tax
Bullding Inspaclions
Recyching facllity
Concessions
Madical Care Facllity
Tolal businasa-type aclivilies expenses
Tola! pimery goveinmant expensas

Program Revenueos
Govarnmeantal activilias:
Chargas for servicas
General govenmaenl
Public sefely
Publlc works
G tily and ic davel
Heallh and welfare
Culture and recraation
Intares| on dabt
QOperaling grants and contribulions
Capilal granis and contrbutions

Tolal g livilias prog ravenues

Businass-lype activiiies:
Chargas for services
Daiinguanl properly 1ax
Building tnspections
Recycling faclity
Concassions
Medical Care Facitily
Operaling grants end conltribulions
Capilal grants end contributions

Isabella County, Michigan

CHANGES IN NET ASSETS

LAST TEN FISCAL YEARS

Table 2

Total busi Ly iligs program ri
Tola! primary govemman| program revendas

-103-

{Unaudted}

1988 1694 2000 2004 2002 2003 2004 2003 2006 2007
S - 8 - 8 - 8 - § S 8567243 § 9245814 5 B.B04801 S B90IM93 0§ 9,037.551
. - . - - 6.115.722 8,866.962 6,624,138 6,993.809 7,244,028
- - - . 389,285 362,475 76.458 117,136 327166
. . . . . . B . - 230,869
- . - - - 5,681,001 8,088,840 5,932,564 5,651,353 6,019,736
- - - - 1,324,349 1,756,839 1,108,896 1,057,792 704,189
- - - - 361.231 348.408 315,652 207,716 172,524
0 0 Q- 0- -0 22,438 831 24.571.358 23,180.509 23,020,939 23,736,073
- - - 49,388 59,382 £5.087 70,472 179,154
. « - - 336,463 297.811 343,160
- - 852,048 1,013,740 1.001.877 897,92¢ 1,115,104
. - . - 120,400 123,747 143,269 129,915 109,441
- - - - 5,493,390 5,973,028 6,451,341 7,992,776 8.365,433
0 -0 -0- -0 -0- 6,515,228 7.176,897 £.088.037 9,389,903 10,115,322
S 0 5 & S 0 5 4 S 0. & 26054057 5 31847255 § 31248346 S 32410902 § 33,851,395
H - 8 -8 - 8 - 8 « § 3864289 5 4047398 % 4910207 S 4054488 0§ 3,014,558
- - - - - 2,509,817 2,721,036 2,160,799 2,176,113 2511,478
- . - . . . - . 126,847
- - - - - - . 36.974
- - - 158.755 387,382 404 502 388,823 494,281
. - . - 282,641 284,540 347,764 323,391 268,677
- - - - - 41.6¢8 156,526 133.341 (53.584) -
- . 5,588,177 7,024,679 7.314,517 7,274,570 6,103,837
. - . 304,068 621,800 744,934 439,063 73,838
-0- -G -0- -0- -0- 12.749.445 15.253.361 15,216.163 14.601.864 12,630,671
- - - 490,764 438,656 451,657 556,383 481,552
- - - - - . 398,178 1,525 302.560
- - - 456,793 599,033 707,255 €26,238 738,576
- . . - - 156,943 184,687 200.684 222,021 235,051
- . - . - 5.231,157 §.216,184 5,239,485 7,261,847 8.188.068
B - 89,797 337,996 506,250 438182 293,545
B -0 1] -0 -0- 6.426,454 6,756.558 7,503.709 9,436.296 10,249,352
§ 0. 5 0 § 0 5 0§ O § 19,i75650 § 22,000,917 3 22718872 § 24'038I1W § 22,880,073




Nast (expense)ievanus
Governmantal activilies
Business-type aclivilles
Tolal primary gevernment nei expense

Ganoral Revanues and Other Changos In
Nat Apsets

Governmental aclivities:
Propany Laxes
Unresircted grants and contribulions
Unrestrictad invesimenl eamings
Gain on dispocal of capitd! essels
Cihar revanue
Transfers - inlema) activiiies

Tatal governmenlal aclivitles

Businass-type aclivilies:
Properly laxes
Unrastricled grants and contributions
Unrestricied invesimant eamings
(Gain on disposal of capllal pssels
Othar ravenue
Transfers - Interne! aclivitias

Total businass-lyps activilies

Tolal primary govemment

Change in Not Assets
Governmenta) activities
Business-iypa aclivitigs
Totel primary govemment

|sabelia County, Michipan
CHANGES IN NET ASSETS
LAST TEN FISCAL YEARS

{Unaudlted)

Tabtla 2

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
$ - 8 - 8 -8 - 8 - 8 (9,689,386) § (9.417897) $ (7.844.346) $ (6,419.135) S {11,105.402)
- . - - - [88.772 419,341 584.328 46,383 134,030
S © § O S 0 s O s 0 S {07/8.158) 5 [983/338) § (8528674 S (8372748 S 210.971@22)
5 $ - § - & - 5 - % 6740008 S 7124073 5 9803634 § 10964855 S 13,087,817
. . - . 1,428,534 1,374,620 361,470 410,176 568.217
- - . - - 132,619 96,763 231,476 384,489 532,088
- - - . 37,265 2,400 - - .
- - - - 17.715 - - - 122,776
- - - . 251.686 496,000 299,284 420,404 [145.482)
0 0 0. -0- Q- 6.607.827 9,093,856 10.775.874 12,186,924 14,164,978
- . - - 1,051,874 1.005.062 1,072,663 1,150,880 1,223,376
. - - . . - 112,593 150,725 76,544 -
- - - - 181,085 222,910 264,526 652,179 398,090
- - - - . - - - - 7.000
- . - - - 7,733 - 462,571
- - - - - (251,688) (496.000) (209.294} {428,404 145,482
0 0- 0~ -0- 981,373 844,585 1,196,355 1,450,189 2,238,521
$ 0 % 0 ¢ 0 § O § O 5 0580200 S 0938411 § 11072229 S 13538123 S 16,401,497
$ - 8§ - 8§ - 5 - 8§ - § {1081559) 5 (324141) § 2831528 S I760789 S 3050574
- - - - - 892,601 425.214 612,027 1,496,592 2,370.851
§ & $ D 5 0 S D0 5 - § [188058) S 101073 § 3443555 § 5266381 S 5430125




Table 3

Isabella County, Michigan
GOVERNMENTAL ACTIVITIES TAX REVENUE BY SOURCE

LAST TEN FISCAL YEARS

(Unaudited)

Fiscal Property
Year Tax
1988 $ -
1999 .
2000 -
2001 -
2002 -
2003 6,740,008
2004 7.124,073
2005 9,883.634
2006 10,964,855
2007 13,087 917

- 105 -



General fund
Reserved
Unraserved

Total general fund

All other governmenta! lunds
Reserved
Urnreserved
Special revenua funds
Debt Service Funds
Capital Project Funds
Total all other governmenial funds

Isabella County, Michigan Table 4
FUND BALANCES OF GOVERNMENTAL FUNDS
LAST TEN FISCAL YEARS
{Unaudited)
1898 1999 2000 2001 2002 2003 2004 2005 2006 2007
- - 8 - - 8 - $ 188286 § 114,084 32,167 2391 75,099
- - - - - 3,848.170 3,741,109 4.341.327 4.704.513 4.867.875
-0- 4 5§ 0 0 8 -0- § 4036436 5 3,855.193 4,373,494 4,728,824 4,942,973
- -8 -5 -8 84903 $ 108,085 156,349 246,485 347,858
- - B - 668,633 836.081 2,108,826 3,928,95) 5,829,483
- . - - - 166,194 61,480 47.483 49,534 123,741
- - - - - 6,284 48,232 68.095 12,141 -
-0- -0- 8 -0 0 & 0 § 026014 _$ 1,057.688 2.380,753 4,237,113 5,301,082
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Isabelia County, Michigan Table 5

CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS

LAST TEN FISCAL YEARS
{Unaudited)
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Ravenues
Taxes $ - S - S - 8 - 8 - 8§ 6746305 § 724073 0§ 0883634 5 11085829 § 14.267.784
Licenses and parmils - - - - - 808,977 714,549 485,099 455,771 383,080
Intergovernmental revenue - - . . - 6,864,943 8,629,153 7,897,888 7,462,830 5,048,040
Charges lor services - - - - - 3,535,781 3.605.104 3,944,473 3,902,825 5.286.450
Fine 2nd forleits - - - - - 620,382 628,864 595,695 461,592 278,379
Interest and rent - - - . - 2,632,643 3,071,834 2,303,142 2,444,298 1.108.727
Qther ravanua - - . . - 545,490 583,635 737.417 769.483 512,125
Towal revenues 0 - -0- -0- -0- 21,604 811 24,357,712 25.827.348 26,612,328 26,863,584
Expendituros
General government - - - - . 7,602,851 8,112,451 8,126,775 8,361,658 8,538,845
Public safety - - - - - 5,721,636 6491517 6.921.785 7.331,608 6.693,569
Public warks - - - . - 409,065 364,410 243,092 186.102 321.908
Haallh ang welfara . - . - . 5,647,883 6,017,229 5,829,630 5638716 5,870,279
Cullure and racreation - - - - - 1.273,343 1,734,012 1,097,398 113078 677,857
Other - - - - - 374,657 512013 520918 401,482 612,004
Caplial outlay - - . - - 585,513 622,155 777,956 1,110,823 1.017.937
Dabl service - - - - - 750.533 1,050,841 558,911 €68.744 607,765
Tolal éxpanditures 0. £ 0 0 -0- 22,407 481 24.006.028 24,285,476 24,630,042 24,430,094
Excess of revenues

over (under) expendiures - -0- - 0- Q- {802,870} (548,3185) 1,541,872 1.762.286 2,422,600
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Isaballa County, Michlgan

Table §
CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS - CONCLUDED
LAST TEN FISCAL YEARS
{Unauditad)
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Othor flnencing sources (uses)
Bond proceeds S - 8 - 5 - 8 - 8 -8 187,025 % - 5 - 5 LR 1
Sala of capital assels . - - - - 37,265 2,400 - - -
Transfers In - - - - - 2,592,035 3217785 6,741.406 6,764,426 7,208,040
Transters {out) - - - - - {2,340,34%) {2.721,795 (6.442,112) {6,335,022) {7.443.522)
Total other financing

sources {uses) -0- -0- <L -£- £- 473,976 498,400 288,284 429,404 (145.482)
Not changs in furnd balances - Q- § Q- 8 -0- § 0. § 0- § (326804) ¢ {49.916) 5 1941766 § 2211890 $ 2278.118

Debl service as a percenlage ol roncapllal

expendiures 3.62% 4.33% 2.80% 282% 2.59%

-1C8 -



Isaballa Gounty, Michigan

ASSESSED VALUE AND ESTIMATED TRUE CASH VALUE OF TAXABLE PROPERTY

Tabls 6

LAST NINE FISCAL YEARS
(Unaudited}
Fiscal Eatimated Taxable
Yoar AN, AV, Total Total Total True Valuo as a
Endsd Raal Property Personal Assessad Diroct Taxable Cash Parcantage of
Septembor 30, _Ag/Ras Comiind/T-C/Dov Property Velua Tax Rate Value Valua Trua Cash Valua
1989 748,881,347 $ 189.480.180 & 97940068 S 1.038.301585 7.0700 S 874,820,662 2,072,603,190 42.21%
2000 827 314.91 212,469,158 95,821,239 1,135,605,308 7.1200 926,360,769 2,271,210,616 40,74%
2001 939,284,708 268,943,829 97,381,842 1,305,610,379 7.1200 1,002,599.479 2.611,220,788 38.40%
2002 1,018,986,127 291,499,881 98,597,769 1.409,083,777 8.1200 1.078.607.812 2.818,167,554 38.27%
2003 1.119,278,833 327,362,254 96,990,643 1.543,631,730 8.0200 1.145,972,887 3,087.263.460 37.12%
2004 1,221,983.772 352,026,864 101,428,375 1,676.439,111 B.1448 1,224 890,253 3,352,878.222 36.53%
2005 1,330,374.674 375,539,834 106,113,539 1,812,028.047 8.1700 1.314,413,774 3,624,056,094 36.27%
2006 1,455,811,177 408,602,475 108,564,527 1.870,978,179 9.1500 1,409,975,482 3,941,856,358 35.77%
2007 1,642,103,877 464,507,257 114,135,366 2,120,746,530 9.1476 1,529,082,641 4,241,493,060 36.05%

Sourca: Isaballa County Equalization Depariment

Note: Property in ihe county is reassessed annually. The lax rates are applied lo taxabla value 1o generate ravenue. True cash values are estimated at twica the Stale Equalized Values.
Eslimated aclual value is calculated by dividing assessed value by those percantages.

Tax rates are par $1,000 of laxable value.
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Isabalis County, Michigan

PROPERTY TAX RATES

DIRECT AND OVERLAPPING QOVERNMENTS

LAST TEN FISCAL YEARS

Table 7

(Unaudiing)
fsabalis Gounly Ovorlopping Ratas
Community Cellegos Clrios
Totnl Local thter-
Oparaling Spochal Caunty $choot modiata Libeary Mid-M ichlgan Montcalm
Millage Mlllago Millogo SET{2) Districts Sehools Districts Comm Collaga _Comm Collsge Tawnships M1 Pleasant Clara Yillsgos
§.4766 0.6000 7.0766 6.0000 19,7500 - 28,7000 1,1756-4.257C 0.0000 13644 1.8857 $002 . 2.2306 15.5000 17.6825 3.0000 - 13,0000
5.4700 0.6000 T.0700 60000 19.5000-26.7000 {.1756-4.2575 0.0000 13613 28811 ST -3 228 16.4D00 17.6825 3.0000 - 13.0000
8.4700 0.8000 T.0700 6.0000  17.7929- 26.7000 1.1756-4.2372 1.7500 1.3434 2.8552 9522 - 3.2232 18.2095 17.6901 3.0000 - 13,0000
6.4700 0.6500 TAZD0 € 0000 178577 -25.7944 1.1756 - 4.3691 1.7167 1.3357 2874 D241 . 3.2500 15.4500 203812 3.0000 - t2.9708
64700 0.6500 7.1200 6.0000  15.4046- 26.5200 11756 - 4.3418 1.7076 1.3202 27988 8750-13.2428 16.4500 204322 28083 - 12,9847
6.4700 1,6500 8.1200 6.0000  19.1400- 265200 11756 - 4.3326 1.7057 1.3036 2.7867 9586 2.1866 15,4500 20,4322 1.9226 - 13.0000
6.4700 1.5500 8.0200 30000 18.750%- 26,3200  1.1756 - 43084 1.7057 1.2792 2.7466 2928 - 11557 15,4500 201603 1.9103 . 13.0000
6.4448 1.7000 B.1448 60000 185109 . 20,4426 1.1756 - 4 2065 1.6804 1.2582 2.7485 5246 3.1251 15.4500 20.1565 1.8874 - 13,0000
6.4700 1.7000 LA £.0000 200%09.26.5200 1.1756 - 4,2885 26894 1.2404 21292 8775, 21762 15,4500 18.2500 1.8556 - 13.0000
64700 2.6800 §,1500 80000  204000-265200 1.17%6 - 5.0839 26790 12202 271292 49502 -d.1212 15.7500 19,2500 1.8465 - 13,0000

Sowrce: fsabel’'a County Equalzalen Dopanment

(1) Ralnz reduced Lo comply with the Hesglos Amendment.

{2) Preposal A voled ln on Mareh 15, 1994 i

ed 3§ mil slals

lan of 2003 which was raduced 1o 5 milis

1ax wih tha

S0



Table 8

ISABELLA COUNTY
Principal Property Taxpayers
September 30, 2007
{Unaudited)

2007 1997
Taxable Parcentage of Taxable Parcentage of
Assessad Total Taxable Assessed Total Taxable

Taxpayer Value Rank  Assessed Value Value Rank  Assessed Valus
Consumers Energy $ 24,785,930 1 1.62% 8 12,710,116 1 1.55%
CME Coarporation 12,549,371 2 0.82% - -
United Investments, Inc 11,250,894 3 0.74% - -
Deerfield Village, LLC 8,569,768 4 0.56% - -
Bluegrass Crossings, LLC 8,265,541 5 0.54% - -
Mid Michigan Inns, Inc 8,039,419 [ 0.53% - -
Morbark, Inc 7,725,089 7 0.51% 4,613,361 4 0.56%
Lexington Ridge Apls, LLC 7,457,816 8 0.49% - -
Sterling Way Assaciates, LLC 7,439.840 9 0.45% - -
Menard, Inc 7,333,272 10 0.48% - -
Great Lakes Gas - - 8,073,862 2 0.98%
Developer’s Div. Finance Corp . - 5,124,500 3 0.62%
Delfield - . 4,093,000 5 0.50%
James McGuirk - - 2,755,765 6 0.34%
Central Michigan Inn - - 2,706,800 7 0.33%
D & D [nvestmeat - - 2,465,585 8 0.30%
Hubscher - . 2,325,094 9 0.28%
Michigan Consolidaled Gas - - 2,302,089 10 0.28%

Totals $  103.416,750 6.78% $ 47,170,172 5.74%

Saurce: Isabella County Equalization Department
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ISABELLA COUNTY

Property Tax Levies and Collections

Last Ten Fiscal Years
(Unauditaed)

Collectad within the

Table 9

Yoar Total Tax Fiscal Year of the Levy Delinquents Collactions Total Collections to Date
Ended Lovy for Percentage Purchased by in Subsequant Parcentage
December 31, Fiscal Year Amount of Lavy Traasurer Years Amount of Levy
1998 $ 31,371,180  § 28,851,007 9229% $§ 2420173 § 2,420,173 31,371,180 100.00%
1989 33,899,714 31,352,577 92.49% 2,547,137 2,547 137 33,899,714 100.00%
2000 37,018,083 34,281,954 92.61% 2,736,128 2,736,129 37,018,083 100.00%
2001 40,533,248 37,887,578 93.47% 2,645,870 2,644 832 40,532,410 100.00%
2002 44,477,633 41,857,154 94.11% 2,620,479 2,619,895 44,477,049 100.00%
2003 47,261,055 44,628,805 94.43% 2,632,250 2,608,623 47,237,428 99.95%
2004 49,564,009 48,747,863 94.32% 2,816,148 2,810,797 49 558,660 98.99%
2005 52,447,054 49,611,137 94,59% 2,835,917 2,537,949 52,149,086 99,43%
20086 57,704,880 54,347 848 94.18% 3,357,032 1,774,303 56,122,151 87.26%
©*2007 61,765,095

Source: Isabella County Treasurer

{1) Includes all delinquent lax years March 31- March 31 and excludes personai lax colleclions.

**2007 tax settlement nol completed.
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Isabella County, Michlgan Table 10
RATIOS OF QUTSTANDING DEBT BY TYPE

LAST TEN FISCAL YEARS

{Unauditad)
Goverr tal Activities
General Postclosura Vasted Business- Total Parcentage
Fiscal Obligation Capital Landflll Employee Type Primary of Personal Per
Year Bonds Leases Cosls Benefits Activitles Government Income (1) Capita {1)
1988 3 - 8 - & -8 - % - % - 0.00% -
1999 - - - - - - 0.00% -
2000 - - - - . . 0,00% -
2001 . - - - - - 0.00% -
2002 - - - - - - 0.00% -
2003 6,735,000 167,114 1,180,280 770,449 8,271,933 17,124,776 1.23% 268
2004 6,075,000 124,166 1,178,345 755,859 7,990,162 16,123,532 1,12% 249
2005 5,785,000 80,656 1,011,710 762,645 7.724,085 15,364,096 1.00% 235
2006 5,465,000 29,685 1,077,585 819,275 7,516,848 14,908,393 NfA 227
2007 5,135,000 - 1,008,197 B29,874 7.251.824 14,224,895 N/A 216

Note: Details regarding the counly's sutstanding debt can be found in the notes to the financial statemenis,

(1) See Stalistical Table Number 13 for personal Incoma and populalion data. These ralios are calculated
using personal income and populalion for the prior calendar year,
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Isabella County, Michigan Table 11
RATIOS OF GENERAL BONDED DEBT OUTSTANDING

LAST TEN FISCAL YEARS

{Unauditad)
Percentage of
Estimated
General Less: Amounts Actual Taxable
Fiscal Obligation Avallable in Debt Value of Per
Yaar Bonds Service Fund Total Proparty (1) Capita (2)
1998 $ -3 - % - 0.00% §$ -
1999 - - - 0.00% -
2000 - - - 0.00% -
2001 - - - 0.00% -
2002 - - - 0.00% -
2003 6,735,000 166,194 6,568,806 0.57% 101
2004 6,075,600 61,480 6,013,520 0.48% 92
2005 5,785,000 47,483 5,737,517 0.44% 87
2006 5,465,000 48,534 5,415,466 0.38% 82
2007 5,135,000 123,741 5,011,259 0.33% 76

Note: Details regarding the county’s cutstanding debl can be found in the notes to the financial statemenis.

{1) See Statistical Tahle Number & for property value daia.
(2) See Stalistical Table Number 13 for population data.
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Legal debt limit
Tolal nat debl applicabla lo limit
Legat debl margin

Total nat debt applicable to Ihe limit
as a percenlage of debi limit

Isaballa Caunty, Michigan
LEGAL DEBT MARGIN INFORMATION
LAST TEN FISCAL YEARS

{Unaudited)

Table 12

1998 1999 2000 2001 2002 2000 2004 2008 2006 2007
§$114.597,.289 § 122468025 §131.441377 § 140907548 § 152,008,264
1,482,741 12,608,564 12,013,933 11,649,178 11,801,259
0§ 0 S 0 3 0§ {0-  5113.114548 S 109860461 §149,427.444 § 128348370 S 141,007,005
0.00% 0.00% 0.00% 0.00% 0.00% 1.29% 10.30% 9.14% 5.26% 7.78%

Legal Debt Margln Calculaton for Fiscal Yoar 2007

Taxable Value

Debt limlL (10% of taxable value of property in County)

Dabl applicable {o limit: (1)

Less:

Assels In Debt Service funds
avallable for paymenl of principat

Total amouni of debl applicable lo
debt limit

Legal dabt margin

Note: Under stale finance law Isabella Counly's oulslanding general obligation debt shali not exceed 10 percant of lolal assessed
proparty value. By law, the general obligalion debl subject to the imitation may ba offse! by amcunls set asida for repaying general abligatien bonds

(1) Includas primary gavemment
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Isabella County, Michigan
DEMOGRAPHIC AND ECONOMIC STATISTICS

LAST TEN FISCAL YEARS

Table 13

{Unaudited)
Per
Capita

Fiscal Personal Personal School Unemployment
Year Population (1) Incoma {2} Income Enrollmant {3) Rate (4)

1998 62,089 g 1,139,804,000 $ 18,338 [L3] 2.90%
1999 63,003 1,232,879,000 19,541 {5) 2.80%
2000 €3,351 1,301.298,000 20,541 {5) 3.30%
2001 63,680 1,391,684.,000 21,854 (5) 3.80%
2002 63,936 1,391,607,000 21,766 {5) 4.30%
2003 64,735 1,438,243,000 22,217 {5) 5.00%
2004 65,351 1,534,906,000 23,487 {5) 4.90%
2005 65,640 1,639,532,000 24,978 22,351 4.60%
2008 65,818 {5} (5) 27,292 5.10%
2007 66,276 (5) {5} (5) 5.30%

Data Sources:

(1) Population Division, U.S. Census Buresau - Population is an estimale as of July 1, of fiscal year with the exception of 2000 which reflects

the actual census,

(2) Bureau of Economic Analysls, U.S§. Depariment of Commerce

(3) Local schaal districts

(4) Michigan Department of Labor and Economic Growth - Unemploymaent rate infarmation Is a yearly avarage not seasonally adjusted.

(5) Information not available.

-116-



Isabella County, Michigan Table 14

PRINCIPAL EMPLOYERS
2007 AND 1997
(Unaudited)
2007 1997
Parcontaga of Percentage of
Total County Total County
Employear Employeos Renk Employmant Employons Rank Employment

Soaring Eagle Hate! & Casine 4,500 1 12.19%
Central Michigan University 2.403 2 6.51% 2156 1 7.99%
Central Michigan Community Hospital 750 3 2.03% 708 4 2.62%
Saginaw Chippewa Indian Tnbe 700 a 1.90% 1,913 2 7.08%
Morbark Inc. 633 & 1.71% 640 [ 2.37%
ML. Pleasant Public Schools 573 6 1.55% 610 7 2.26%
Delfiald Co. 460 7 1.25% 817 2 3.03%
Mount Pleagant Center 450 8 1.22% 420 9 1.56%
Meijer Inc. 450 ] 1.22% 700 5 2.59%
Mears, LLC (Rosebush} 400 10 1.08%
Wal-Mart 342 10 1.27%
LaBells Management 600 8 2.22%

Tolals 11,219 30.66% B.904 32.99%
Souice:

Michigan Economic Developmenl Corporation Telephone Survey, 2007
Michigan Economic Development Corporaticn

(1) 1897 is the mos! historical year for which information is avallabla.
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Isabella County, Michigan Table 15
FULL-TIME EQUIVALENT COUNTY EMPLOYEES BY FUNCTION
LAST TEN FISCAL YEARS

{Unaudited)

Full-time Equivalent Employees as of December 31,

1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Functlon

General service administration {n (1) (1) (1) (1) M 54.5 54.5 54.5 545
Legislative m m ) m n n 7.0 70 7.0 7.0
Judiciat (1) (1) (1) (1) (1) (%)) 8.0 £6.0 56.0 56.0
Law enforcament and correction (1) (1) (1) (1 (1) @) 49.5 49.5 40.5 50.5
Public safsty and emergency sarvices (1 [Q)] {1) (1) (1) )] 236 238 246 248
Haalth and Welfare (1 m m m M (1) 33.0 33.0 33.0 33.0
Culture and recreation (1) (1) (1) (1) (1} (1) 46 4.8 46 4.6
Planning and davelopment (1) (1 {1) )] (1) 1) 3.0 3.0 3.0 3.0
Other Agencies (1) (1} (1) (1) (1} (1) 3.0 3.0 3.0 3.0
Tolal - - - - - - 2342 234.2 235.2 236.2

(1) Data not available

Source: Isabella County Administration Office
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Isabella County, Michigan Table 16
OPERATING INDICATORS BY FUNCTIGN
LAST TEN FISCAL YEARS

(Unaudlted)

Flscal Year
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Function
Judicial
Circuit courl total caseload {1) (1) (1) n {1} 1) (1) {1) (1) (1)
District court total caseload {1 &} (1) (1) (1) (1) (1) {1) (1) [4))
Probate court latal caseload {1 (1} (1) {1) (1) (1 (M) {n (1) (1)
Law enforcement and correclions
Mumber of incarcerated affandars 5,163 5,330 5,402 5.000 5,170 5,153 5,320 5,321 56,626 5,550
Public safely and emergency services
Animal Control
Complaints {1 [4)] 3.387 3.338 3.925 2.316 2,293 2,034 2,110 2,471
Animal adoptions {1 {1) 660 682 732 1,143 1,404 1,406 1,161 1,060
Health and welfare
Health Department
immunizations administered (1) {1) {1} (1) (1) (1) (1) {1 (1 3,365
House numbering
House numbers issued - 261 236 223 215 231 216 203 140 108
Housing
Mortgages granted - - - - - - - - - -
Recreation and culiure
Annual vehicle park passes el m 1) (1) (1) m 1 (1) (1) (1
Daily vehicle park passes (1) (1) (1) (1) (1) (1) (1) (1) ) n
Annual boat passes M 1) ) (1) (1) (1) 1) ) ) )
Daily boat passes (1) {1) {1) (1) (1) (1) {1) (1) (¢} (&b}

Note: Indicators are not available for the general gavernment, legislative funclions, planning and development.

(1) Information not available at this lime. Table will be populated as information bacomes available.
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Isabella County, Michigan Tabte 17

CAPITAL ASSET STATISTICS BY FUNCTION
LAST TEN FISCAL YEARS
{Unaudited)

Fiscal Year
1998 199% 2000 2001 2002 2003 2004 2005 2006 2007

Function
Judicial
Juvenile Detention
Facllities - - - - - - - - 2 2
Law enforcement and comrections
Shedff
Vehicles - - - B - . - - 25 19
Boals - - - - - - - - 1 1
Jail Facililles - - - - - - - - 1 1
Public safety and emergency sarvices
Animal control
Vehicles - - - - - - - - 3 2
Emergency Services
Vehicles - - - - - - - - 2 2
Community & Economic Davelopment
Vehicles - - - - - - - - 2 1
Recrealion and cullure
Parks and recrealion
Parks - - - - - - . -
Vehiclas - - . - - - . . 2

ES
(=t 41}

Sources: Isabelia County Finance Departmant
Note: No capilal assel Indicators are available lor the general governmenl, legislative, health & welfare, or public works functions.
Not all historical information Is available, this 1able will conlinue to be populated as more information becomes available.
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REPORT CN COMPLIANCE WITH REQUIREMENTS APPLICABLE
TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDPANCE WITH OMB CIRCULAR A-133

Board of Cormmissioners
Isabella County, Michigan
Mt. Pleasant, Michigan

Compliance

We have audited the compliance of Isabella County with the types of compliance requirements described in the
U.S. Office of Management and Budget {OMB) Circular A-133 Compliance Supplement that are applicable to each
of its major federal programs for the year ended September 30, 2007. Isabella County, Michigan's major federal
programs are identified in the summary of auditor's results section of the accompanying schedule of findings and
questioned costs. Compliance with the requirements of laws, regulations, contracts, and grants applicable to each
of its major federal programs is the responsibilily of Isabella County, Michigan's management. Our responsibility is
to express an opinion on the Isabella County, Michigan’s compliance based on our audil.

We conducted our audit of compliance in accordance with auditing standards generally accepled in the United
Stales of America; the standards applicable to financial audits contained in Government Audifing Standards,
issued by the Comptroller General of the United Slates, and OMB Circular A-133, Audils of Stales, Local
Governmeants, and Nonprofit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance aboul whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal program occurred.
An audit includes examining, on a tesl basis, evidence about [sabella Counly, Michigan's compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances. We
believe that our audil provides a reasonable basis for our opinion. Our audit does not provide a legal
determination on Isabelfa County, Michigan's compliance with those requirements,

In our opinion, Isabella County, Michigan complied. in all malerial respecls, with the requirements referred to
above that are applicable to each of its major lederai programs for the year ended September 30, 2007,

Internal Control QOver Compliance

The management of Isabella Counly, Michigan is responsible for establishing and maintaining effeclive inlernal
control over comgpliance with requirements of laws, regulations, contracls, and grants applicable to federal
programs. In planning and performing our audit, we considered Isabella County, Michigan's internal control over
compliance with requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance, bul not for the
purpose of expressing an opinion on the effectiveness of internal control over comptiance. Accordingly, we do not
exprass an opinion on the effectiveness of Isabella Counly, Michigan's internal conlrol over compliance.

A control deficiency in an entity’s intemnal control over compliance exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their assigned funclions, to prevent
or detect noncompliance with a lype of compliance requirement of a federal program on a timely basis. A
significant deficiency is a control deficiency, or combination of conlro! deficiencies, that adversely affects the
entity's ability te administer a federal program such that there is more than a remote likefihood thal noncompliance
with a type of compliance requirement of a federal program that is more than inconsequential will not be prevented
or detected by the entity’s internal control.

East Lansing = Rochester Hills = St. Johns
-1-



A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than
a remote likelihood that material noncompliance with a type of compliance requirement of a federal pragram will
not be prevented or detected by the entity's internal control.

Qur consideration of internal control over compliance was for the limited purpose described in the first paragraph of
this section and would not necessarily identify all deficiencies in internal control that might be significant
deficiencies or material weaknesses. We did not identify any deficlencies in internal control over compliance that
we consider to be materlal weaknesses, as defined above.

This report is intended for the information of management and the Board of Commissioners of Isabella County,
Michigan, others within the entity, the federal awarding agencies and pass-through entities, and is not intended
to be, and should not be, used by anyone other than these specified parties.

W%

ABRAHAM & GAFFNEY, P.C.
Cenlified Public Accountants

March 20, 2008



Isabella County, Michigan
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended Seplember 30, 2007

Federal Pass-Through
Federal Grantor/Pass Through CFDA Grantors Currenl Year

Grantor/Pragram Title Number Number Revenues Expenditures

U.S. DEPARTMENT OF HOQUSING AND URBAN DEVELOPMENT
Passed through Michigan State Housing Development Authority
Community Development Block Grant 14,228 MSC-2003-5824-MOA  § 150,708 $ 150,708

U.S. DEPARTMENT OF JUSTICE
Passed through Michigan State Police
Office of Drug Coniral Policy
Byrne Formula Grants - BAYY. AN.ET 16.579 QODCP-70909-7-B 17,195 17,1895

U.S. DEPARTMENT OF TRANSPORTATION
Passed through Michigan State Police
Office of Highway Salely Planning
Enforcement Grant 20.600 PT-07-18 34,972 34,972

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Passed through Michigan Department of Human Services
Child Suppart Enforcement (Title IV-D) © 93.563
Cooperalive Reimbursement ®
Friend of the Court CSIFOC-07-37001 377,763 377,763
Prosecuting Attorney CS/PA-Q7-37002 31,737 31,737
Title IV-D Incentive Payments ™
2007 Regular NIA 136,088 136,088

545,588 545,588



Isabella County, Michigan
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - CONTINUED

Year Ended September 30, 2007

Federal Pass-Through
Federal Grantor/Pass Through CFDA Grantors Current Year
Grantor/Program Title Number Number Revenues __Expenditures
U.5. DEPARTMENT OF HEALTH AND HUMAN SERVICES - CONTINUED
Passed through Region VIl Area Agency an Aging
Special Programs for the Aging

Title I, Part D 93.043 N/A
Medication Management 880 $ 880

Title Ill, Part B ' 03.044 NIA
Case Coordlnation and Support 29,551 29,551
Senior Center Staffing 8,379 8,379
Personal Care 2,748 2,748
Homemaker 4117 4,117
Respite 1,897 1,897
Emergency Respite a9 a9
POS CM Personal Care 35 35
POS CM Homemaking 128 128
POS CM Respite 128 128

Title 1il, Part €19 93,045 N/A
Congregate Meals 80,032 80,032
Home Delivered Meals 53,103 53,103

Title NI, Par E 93.052 N/A
Caregiver Training 14,903 14,803
Supplemental Funds 3,027 3,027
Kinship Care Funds 1,091 1,091

Nutrition Services Incentive Program (NSIPY® 93.053 N/A
Congregate Meals 29,328 29,328
Home Delivered Meals 48,138 48,138



Isabella County, Michigan
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS - CONCLUDED

Year Ended September 30, 2007

Federal Pass-Through
Federal Grantor/Pass Through CFDA Grantors Current Year
Grantor/Program Title Number Number Revenues Expenditures
U.S, DEPARTMENT OF HEALTH AND HUMAN SERVICES - CONCLUDED
Passed through Region Vil Area Agency on Aging - concluded
Medical Assistance Program 93.778 NiA $ 20,601 $ 20,601
CMS Research, Demonstrations, and Evaluations 93.779 N/A
MMARP Core Grant 1,862 1,862
MMAP, Waste, Fraud, and Abuse 467 467
Total passad through Region VIl Area Agency on Aging 300,514 300,514
TOTAL U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES 846,102 846,102
U.S. DEPARTMENT OF HOMELAND SECURITY
Passed through Michlgan Depariment of Natural Resources
2007 Marine Safety Grant 97.012 N/A 9,393 8,393
Passed through Michigan Stale Police
2007 EMPG 97.042 N/A 20,104 20,104
2005 LETPP 97.067 N/A 1,889 1,889
TOTAL U.S. DEPARTMENT OF HOMELAND SECURITY 31,386 31,386
TOTAL FEDERAL FINANCIAL ASSISTANCE $ 1,080,363 $ 1,080,363




isabella County, Michigan

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

September 30, 2007

NOTE A: BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards includes the Federal grant activity of isabella
County, Michigan and is presented on the modified accrual basis of accounting. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audifs of Stales, Local Governments, and
Nonprofit Organizations. Therelore, some amounts presented in this schedule may differ from amounis presented

in or used in the preparation of the basic financial statements, which are reconciled in Note C below,

NOTE B: SUMMARY OF SIGNIFICANT EXPLANATIONS OF SCHEDULE

The following descriptions idenlified below as (a) - (d) represent explanations thal cross reference lo amounts on

the Schedule of Expenditures of Federal Awards;

(a) Reimbursements of these contracts is passed through the State Depariment of Human Services (DHS).
The amounts reported on the Schedule of Expenditures of Federal Awards represent the Federat portion of
the respective amounts based on 66% of Title IV-D eligible expenditures for the applicable grants. The
entire amount paid by DHS for the reimbursed expenditures is considered Federal.

(b) The reimbursements for the 1V-D Incentive Payments Program are based on support payments collected.
Expenditures have been reported to the extent of earned revenues and are 100% Federal.

(c¢) Denotes program tested as a "major program”,

(d) Program considered a cluster by the U.S. Department of Health and Human Services.

NOTE C: RECONCILIATION TQ SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

The following reconciles the federal revenues reported in the Seplember 30, 2007 basic financial statements to the
expenditures of the County administered federal programs reported on the Schedule of Expenditures of Federal

Awards:
Federalf Less Federal
State StatefLocal Award
Revenue Revenue Expenditures
PRIMARY GOVERNMENT
GENERAL FUND
Homeland Security 3 21993 & - § 21,993
B.AY.ANE.T. 34,390 { 17,195 ) 17,195
Prosecutor - CRP 40,788 { 9,051 ) 31,737
Traffic enforcement 34,972 - 34,972
Friend of the court incentive 136,088 - 136,088
Marine safety grant 9,393 - 9,393
QOther Programs 14469802  { 1,446,902 ) -0-
TOTAL GENERAL FUND 1,724,526 { 1,473,148 ) 251,378
SPECIAL REVENUE FUNDS
Friend of the Court 377,763 - 377,783
Commission on Aging Activities 300,514 - 300,514
CDBG Housing Assistance Grant 150,708 - 180,708
TOTAL SPECIAL REVENUE FUNDS 828,985 0 828.985

TOTAL PRIMARY GOVERNMENT ENTITY

$ 2,663,511 §(1473948) $_1.080,363
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
FERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Commissioners
Isabella County, Michigan
Mt. Pleasant, Michigan

We have audited the financial statemenls of the governmental activilies, the business-type aclivilies, the
aggregately discretely presenled component units, each major fund, and the aggregatle remaining fund
information of Isabella County, Michigan as of and for the year ended September 30, 2007, which collectively
comprise Isabella County's basic financial statements and have issued our report thereon dated March 20, 2008.
We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the slandards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General cof the United States.

Internal Cantrol Over Financial Reportin

In planning and performing our audit, we considered Isabella County's internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinions on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the County's internal control over financial
reporting. Accordingly we do not express an apinion on the effectiveness of the County's internal controt over
financial reporting.

Our consideration of internal control over financial reporting was for 1he limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control aver financial reporting that might
be significant deficiencies or material weaknesses. However, as discussed below, we identified certain deficiencies
in inteznal contrel over financial reporting that we consider to be significant deficiencies.

A control deficiency exists when the design or operation of a coniral dees not allow management or employees,
in the normal course of performing their assigned funclions, lo prevent or detect misstalements on a timely
basis. A significant deficiency is a control deficiency, or a combinalion of control deficiencies, that adversely
affects the entity's ability to initiate, authorize, record, process, or report financial data reliably in accordance
with generally accepted accounting principles such that there is more than a remole likelihood that a
misstaterneni of the entily's financial statements that is more than inconsequential will not be prevented or
detected by the entity's internal control. We consider the deficiencies described as 2007-1, 2007-2, 2007-3,
2007-4, 2007-5, 2007-6, 2007-7, and 2007-8 in the accompanying Schadule of Findings and Questlioned Costs
to be significant deficiencies in internal control over financial reparting.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in mare
than a remote likelihood that a material misstatement of the financial stalements will not be prevented or
detected by the entity's internal control.

Qur consideration of the internal control over financial reporling was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in the internal control that might be
significant deficiencies and, accordingly, would not necessarily disclose all significant deficiencies that are also
considered to be material weaknesses. We believe that the significant deficiencies described as 2007-1 and
2007-2 in the Schedule of Findings and Questioned Costs are rmaterial weaknesses.

tast Lansing = Rochester Hifls = St Johns
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Compliance and Other Matters

As part of obtaining reascnable assurance about whether Isabella County's financial statements are free of
malerial misstatement, we perfarmed tests of ils compliance with certain provisions of laws, regulations, contracts
and grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed
instances of noncompliance or other matters that are required to be reported under Governmeni Auditing
Standards and which are described in the accompanying Schedule of Findings and Questioned Costs as items
2007-9, 2007-10 and 2007-11.

Isabella County's responses to the findings identified in our audit are described in the accompanying Schedule
of Findings and Questioned Costs. We did not audit Isabella County's responses, and accordingly we express
no opinion on them.

We noted a certain matter that we reported 1o management and the Board of Commissioners of Isabella County
in a separate letter dated March 20, 2008.

This report is intended for the information of management and the Board of Commissioners of Isabella County,
others within the County, the Federal awarding agencies and pass-through entities and is not intended to be,
and should not be, used by anyone other than these specified parties.

(P foratar £ befpies P

ABRAHAM & GAFFNEY, P.C.
Certified Public Accounlants

March 20, 2008



Isabella County, Michigan

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Year Ended September 30, 2007

Section | - Summary of Auditor's Results

Financial Statements
Type of auditor's report issued:
Internal control over financial reporting:
Material weakness{es) identified?

Significani deficiencies identified that are not
considered to be malerial weakness(es)?

Noncompliance material to financial statements noted?
Federal Awards
Internal contrel over major programs;

Material weakness(es) identified?

Significant deficiencies identified that are not
considered to be material weakness(es)?

Type of auditor's repert issued on compliance for major programs:

Any audit findings disclosed that are required 1o be reporied with
Section 501(a) of Circular A-1337?

Identification of major programs:

CFDA Number(s)

Unqualified
X Yes No
X Yes None reported

Yes X No

Yes X No

Yes X None reported

Unqualified

—— Yes _ X  No

Name of Federal Program ar Cluster

93.563

Dollar threshoid used lo distinguish between Type A and
Type B programs;

Auditee qualified as low-risk auditee?

Child Support Enforcement (Title 1V-D)

$ 300,000

X Yes No

Section Il - Financial Statement Findings

7-1 PREPARATION OF FINANCIAL STATEMENTS | CORDANCE WITH GAAP

Condition: As part of the audit process, the County, like many other governments, has historically relied on the
independent auditors o assist in the preparation of the gavernment-wide and fund financial statements, as well as
ihe relaled notes to the financial statements, as part of its external financial reperling process. It is more cost
effective lo outsource the preparation of the annual financial statements to the independent auditors ihan to incur
the time and expense of having the employees and/or management obtain the necessary training and expertise
required to perform this task internally. The County requires the assistance of the independent auditors to prepare
its financial statements in accordance wilh accounling principles generally accepted in the Uniled States of

America (GAAP).



Isabella County, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year Ended September 30, 2007

Section |l - Financial Statement Findings - Continued

2007-1 PREPARATION OF FINANCIAL STATEMENTS IN ACCORDANCE WITH GAAP - CONCLUDED

Criteria: Governmental entities are required to issue financial statements that are prepared in accordance with
GAAP. Statement on Auditing Standards Ne. 112 {SAS 112}, Communicating internal Coniral Related Matlers
identified in an Audil, emphasizes that responsibility for the financial statements rests with the County's
management. The preparation of financial stalements in accordance with GAAP requires internal controls over
both (1) recording, processing, and summarizing accounting data (i.e., maintaining internal accounting records),
and (2) reporling gavernment-wide and fund financial statements, including the related nole disclosures (ie.,
external financial reporting).

Effect: The County relies, in part, on the independent auditors for assistance with the preparation of annual
financial statements and related notes to the financial stalements in accordance with GAAP. This reliance makes
the independent auditors effectively part of the County’s internal controls. By definilion, independent auditors
cannot be part of the County's internal controls.

Recommendation: We recommend the County consider providing applicable employees with training that would
allow them to attain the qualifications required to fully understand the GAAP financial statement preparation
process. Should the County choose not to address this issue, management and the Board of Commissioners
should realize that an increased risk is present.

This recommendation is not intended to imply that the County's contractual arrangement with the independent
auditors, which includes preparalion of the financial statements, is impraper or should be changed. SAS 112 does
not require that management actually prepare the financial statements, but it requires the independent auditors to
comment when the applicable internal controls are nat in place.

Corrective Action Response: Historically it has been the practice for the independent auditors of Isabella County
to assist in the preparation of the government-wide and fund financial statements, as well as the related notes to
the financial statements. Prior to the current audit, this was not considered a material weakness or deficiency in
internat cantrols of the County in any way. Therefore, management was not required to obtain all of the specific
training to create the details of such reporis.

As recommended, the Finance Director will now seek ‘to obtain, through the course of regular continuing
professional education, specific knowledge which was not considered a deficiency prior to SAS 112.

2007-2 MATERIAL JOURNAL ENTRIES PROPOSED BY AUDITORS

Condition: Material journal entries in {he areas of capital assets, property taxes, and fund deficits were proposed
by the auditors. These misstatements were not detected by the County's internal control over financial
reporting. These entries were brought te the attention of management and were subseguenily recorded in the
County's general ledger.

Criteria: Statement on Auditing Standards No. 112 (SAS 112}, Communicating Internal Confrof Related Matters
Identified in an Audit, emphasizes that management is responsible for eslablishing, maintaining, and monitoring
internal controls, and for the fair presentation in the financial stalements of financial position, results of
operations, and cash flows (where applicable}, including the notes to the financial statements, in conformity with
U.S. generally accepted accounting principles. The auditor cannot be a part of internal controls.

Effect: Through the identification of material journal entries that were not otherwise identified by management,
the auditors are effectively part of the County’s internal controls.

Recommendation: We recommend that the County take steps to ensure that material journal entries are not
necessary al the time future audit analysis is performed.

-10 -



Isabella County, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year Ended September 30, 2007

Section |l - Financial Statement Findings - Continued
2007-2 MATERIAL,_ JOURNAL ENTRIES PROPQSED BY AUDITORS - CONCLUDED

Corrective Action Response: Historically it has been the practice for the independent auditors of Isabella County
to assist in the preparation of 1he government-wide and fund financial statemants, as well as tha related notes to
the financial statements. This has always included the preparation by or suggestion from the auditors of
material journal entries. Prior to the current audit, this was not considered a material weakness or deficiency in
internal controls of the County in any way.

In fulure years, management will no lenger rely on the independent auditors for the preparation or suggestion of
such journal entries.

2007-3 PAY L PROCESS

Condilion: During our review of the payroll process, we noted that the payroll clerk can enter or delete employees
from the payroll system without any oversight. Addilionally, payroll reporis are not periodically reviewed by
management.

Ciiteria: Internal control is a process designed o provide reasconable assurance regarding the achievement of
objectives in the following categories: (a) reliability of financial reporting, {b) effectiveness and efficiency of
operations, and (¢) compliance with applicable laws and regulations.

Effect: The supervision and review of the payroll process is a significant part of the internat controls of the
County. Lack of supervision and review for the payroll process could lead lo fraudulent {ransactions occurring
and not being identified by management in a timely manner.

Recommendation: We recommend that the completed payroll reports be periodically reviewed by management.
Additionally, we recommend that the County put systemns in place to monitor the addition or deletion of
employees in the payroll system.

Corrective Action Response: Management will now take steps to enhance internal controls over payrolt in the
form of increased periodic review of direct deposit listings and monthly edit listings. We are confident this type
of review, in conjunction with internal contrals already in place, will identify any fraudulent transactions, including
the addition and deletion of employees in the payroll system, in a timely manner.

2007-4 SHERIFF'S DEPARTMENT PROCEDURES

Ceondition: During our review of internal controls at the Sheriff's Department, we noted several opportunities 1o
strengthen internal control and segregate duties in the cash receipting and disbursement procedures.
Specifically, we noted:

The cashiers do not maintain separate cash drawers.

There is no log maintained of receipts received In the mail.

Voided receipts are not reviewed by management.

Source documentation is not retained to support receipts.

Any of the office staff, clerks, and corrections officers have the capability to receipt money and void

receipls. Additionally, all of the clerks and corrections officers are authorized check signers for the

Inmate Trust Account.

f. The daily cash receipts reports are not compared to the posting te inmate accounts to ensure that the
accounts are properly credited.

g. The disbursements made from the Inmate Trust account are not reviewed prior to checks being
prepared.

h. The Department does not reconcile amounts due 10 individual inmates per the computer system to

amounts held in the related bank account.

Panope
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Isabella County, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year Ended September 30, 2007

Section |l - Financial Statement Findings - Continued

2007-4 SHERIFF'S DEPARTMENT PROCEDURES - CONTINUED

Criteria: One of the objectives of internal control is that no cne person has access to all aspects of a given
transaction cycle. Duties and responsibilities for handling cash receipts should be arranged and separated so
that an employee does not perform more than one of the following functions:

Opening the mail.

Receipting payments.

Balancing receipts to the accounting records.
Voiding receipts.

coow

Additionally, employees that process cash disbursements should not be authorized signers on the bank account
and signed checks should not be returned to the prepared after being signed. Where adequate segregation of
duties is not possible, management should provide greater review and oversight of the various financial
aclivities.

Effect: The Sheriff's Depariment is susceptible to fraudulent transactions as the internal controls and segregation
of duties in these areas is inadeguate.

Recommendaticn: We recommend that the Sheriff's Department evaluate all aspects of the accounting function
and consider taking the following actions:

a. Require that 21 cashiers maintain a separate cash drawer. In order to accomplish this, it will likely be
necessary to limit the number of authorized cashiers.

b. The person who opens the mail should keep a log of all receipts for the day. That log should be compared
to the computerized receipting system on a daily basis.

¢. Voided receipis should be retained in a file and reviewed and approved by management periodically.

d. All available supporting documentation relating lo receipts should be retained for audit purposes. At a
minimum, maintenance of a pre-numbered manual receipt book is recommended.

e. The duties of receipting money, voiding receipts, and signing checks for the Inmate Trust account should
be separaled or properly reviewed by the appropriate level of management.

f. The daily cash receipts reports should be compared to the inmate accounts on a daily basis to ensure that
the inmate accounts are being properly accournted for.

g. Payments from the Inmate Trust account should be reviewed and approved by management, if possible,
before they are distributed, but at a minimum on a daily basis to assure accuracy.

h. The total of individual inmate balances should comprise the amount held in the Inmate Trust account and
should be reconciled to the general ledger monthly.

Corrective Action Response:

a. The cashiers do not maintain separate cash drawers. The cash drawer is in one area, where the only
window for customer payments exists. The cash drawer is also only used for change. It would be
highly inefficient to have a separate cash drawer for each clerk. Individual deposils are done each time
money is receipted.

b. No log of incoming checks in the mail. This practice would be redundant in our current processing
structure since checks are receipted into the computer and recorded as they are entered. In addition,
checks are written payable (o Isabella County or the Isabella County Sheriff's Department, not individual
employees.

c. Voided receipts are not reviewed by management. Voided receipts are reviewed by the clerks when

“cashing out” the following day. If anything seems out of the ordinary, it is brought to the altention of
management.
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Isabella County, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year Ended September 30, 2007

Section |l - Financial Statement Findings - Continued

2007-4 SHERIFF'S DEPARTMENT PROCEDURES - CONCLUDED

Corrective Action Response - Concluded:

d. Source documentation is not retained to support receipts. Source documentation is kept for money
coming In from the state or other "business” sources when a remittance is included. Chacks from
individuals are entered into the computer system and do not have source documentation besides the
check itself,

e. Most emplayaas can recelipt money and/or sign checks. With a 24-hour aperation, it is not feasible to
only give this authority to a few individuals. When an inmate is released, the Sheriff's department is
required to return any money held for that inmate to them at that time. This system makes it necessary
to have multiple employees on all shifls able to sign checks and/or receipt money.

f. Daily recelpts are not compared to inmate account postings. When generating an inmate receipt from
the computer system, employees are made to choose what inmate account the money is to be
deposited into. The checks and balances built into the software program are adequate to identify any
posting errors.

g. The disbursements are not reviewed prior to checks being prepared. When releasing an inmate, the
balance of the inmates account is automatically written to a check, the employee does not have the
option to change the dollar amount. When writing bond checks, the amounts are verified with cash out
reports before the checks are generaled. All checks written are also reviewed by management on a
monthly basis, and any large amounts are investigated and verified.

h. The department does not reconcile amounts due to individual inmates per the computer system to
amounts held in the related bank account. The bank statement is reconciled monthly to the totals in the
general ledger and in the inmate software by management.

2007-5 TRIAL COURT DEPARTMENT PROCEDURES

Condition: During our review of internal controls in the Trial Court, we noted several opportunities to strengthen
internal control and segregate duties in the cash receipling procedures. Specifically, we noted:

a. The cashiers do not maintain separate cash drawers, with access restricted to the assigned employee.

b. There is no log of receipts received in the mail.

c. The employee who reconciles the bank account is not independent of the cash receipting and
disbursements processes.

Criteria: Paragraph F4(c) of section 6-05, Michigan Court Administration Reference Guide, states: "Each
employee authorized to receipt in-office payments should be assigned to a separate cash drawer with access to
the drawer being restricted to the assigned employee.”

Paragraph F3(b} of seclion 6-05, Michigan Court Administration Reference Guide, states: “Checks, money
orders and cash received in the mail should be recorded on a mail log prepared by the mail opener or, as a
minimum, an adding machine tape should be prepared. This procass may not be possible in courts with only a
few employees. If a mall fog is prepared, it should indicate the date received, payer's name, type of payment
(check, money order, or cash), check/money order number and amount,”

Paragraph F3{f) of section 6-05, Michigan Court Adminisiration Reference Guide, stales: “The mail log or
adding machine tape should then be forwarded to the employee who balances receipts to the accounting
records while the checks, money orders and cash should be given to the employee who performs the receipt
function.”

-13-



Isabella County, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year Ended September 30, 2007

Section Il - Financial Statement Findings - Continued

2007-5 TRIAL COURT DEPARTMENT PROCEDURES - CONCLUDED

Criteria - Concluded:

In addition, paragraph F7{e) states: “If a mail log or adding machine tape of checks, money orders and cash
received in the mail is prepared, the mail receipt total per the accounting recards should be compared and
verified 1o the lotal reflected on the log or tape. The employee who performs this verification should sign or
initial the log or tape. If a portion or all of the mail payments are not receipted to the accounting records on the
same day they were received, an audit trail of the mail or adding machine taps from the date received to the
date receipted should exist.”

Paragraph E4{b) of section 6-08, Michigan Court Administration Reference Guide, stales: “Bank reconciliations
should be completed by someone who is not involved in opening the mail, receipting payments, or balancing
receipts to the accounting records. In addition, the person who performs the bank reconciliation should not be
an authorized check signer on the bank accounts being reconciled.”

Effect: The Trial Court is not in compliance with the Michigan Cousrt Administration Reference Guide. The Trial
Court is susceptible to fraudulent transactions as the internal controls and segregation of duties in these areas is
inadequate.

Recommendation: We recommend that the Trial Court take the following actions:

a. Cashiers should be required to maintain separate cash drawers, with access restricted 1o the assigned
employee.

b. The person who opens the mail should keep a log of all receipts for the day. That log should be compared
to the computerized receipting system on a daily basis.

c. The bank reconciliation should be perfermed by an employee who is independent of the cash receipting
and disbursement processes,

Corrective Action Response:

a. Cashiers do not maintain separate cash drawers.

Each individual window has their own cash drawer they are responsible for. They cash out daily and
reconcile with our Judicial Information System and then the report and checks/currency is given to the
bookkeeper which she reconciles with another report that is generated from ihe Judicial Information
System.

b. There is no log of receipls received in the mail.

We believe the system already in place provides the best internal controls given our limited resources of
personnel. The purpose of this procedure is ta log incoming mail each day and to reconcile the log with
the computer system. The ideal scenaric would be to have two people sort mail. With limited
resources, the County cannot implement the procedure the auditors are recommending.

c. The employee who reconciles the bank account is not independent of the cash receipting and
disbursements processing.

The bookkeeper is separate from the clerks responsible for receipting and disbursing monies. Each
clerk is responsible for the reconciliation of their individual cash drawers. The bookkeeper conducts the
overall reconciliation. The bookkeeper does fill-in at the counter during the lunch time hour but does not
reconcile that individual cash drawer.
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Isabella County, Michigan
SCHEDULE OF FINDINGS AND QUESTIQNED CQSTS - CONTINUED

Year Ended September 30, 2007

Section |l - Financial Statement Findings - Continued

2007-6 TREASURER’S DEPARTMENT PROCEDURES

Condition: During our review of internal controls at the Treasurer's Department, we nated some oppertunities to
strengthen internal control and segregate duties in the cash receipting and bank reconciliation procedures.
Specifically, we noted:

a. There is no log maintained of receipts received in the mail.
b. The employee who reconciles the bank account is not independent of the cash receipting and
disbursements processes,

Criteria: One of the objectives of internal control is that no one person has access to all aspects of a given
transaction cycle. Duties and responsibilities for handling cash receipts and bank reconciliations should be
arranged and separated so that an employee does not perform more than one of the following functions:

a. Opening the mail.

b. Receipting payments.

c. Balancing receipts to the accounting records.
d. Bank reconciliations.

Where adequate segregation of duties is not possible, management should provide greater review and oversight
of the various financial activities.

Effect: The Treasurer's Deparment is susceptible to fraudulent fransactions as the internal controls and
segregation of duties in these areas is inadequate.

Recommendation: We recommend that the Treasurer's Department take the following actions:

a. The person who opens the mail should keep a log of all receipts for the day. That log should be compared
to the computerized receipting system on a daily basis.

b. The bank reconciliation should be perfermed by an employee who is independent of the cash receipting
and disbursement processes.

Corrective Action Response:

a. Due to staffing restrictions, logging each piece of mail and following up on the processing of it would
become a very cumbersome fask. Because of this, as suggested by the independent auditor,
management will provide enhanced review and oversight of these various financial activities.

b. Currently, the person who opens the mail disburses it to the proper staff for processing. Tax payments
are not processed by the person that opens the mail for distribution. The same person that opens the
mail does the bank reconciliation, but does not process payments received in the mail. The Treasurer
feels this is an adequate segregation of duties and internal controls.

2007-7 CLERK'S OFF|CE PROCEDU
Condition: During our review of internal controls at the Clerk’s Office, we noted some opportunities to
strengthen internal control and segregate duties in the cash recelpting and bank reconciliation procedures.
Specifically, we noted:

a. The cashiers do not maintain separate cash drawers.

b. There is no log maintained of receipis received in the mail,
c. Atleast \hree {3) different individuals can process void receipts without approval.
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Isabella County, Michigan
SCHEDULE OF FINDINGS AND QUESTICONED COSTS - CONTINUED

Year Ended September 30, 2007

Section |l - Financial Statement Findings - Continued

2007-7 CLERK'S OFFICE PROCEDURES - CONCLUDED

Criteria: One of the objectives of internal control is that no one person has access to all aspects of a given
transaction ¢ycle. Duties and responsibilitias for handling cash receipts should be arranged and separated so
that an employee does not perform more than one of the following functions:

a.
b.
c.
d.

Opening the mail.

Receipting payments.

Balancing receipts to the accounting records.
Processing void receipls.

Where adequate segregation of duties is not possible, management should provide greater review and oversight
of the various financial activities.

Effect: The Clerk's Office is susceptible to fraudulent transactions as the internal controls and segregation of
duties in these areas is inadequale.

Recommendation: We recommend that the Clerk’s Office take the following actions:

a.
b.

C.

Cashiers should be required to maintain separate cash drawers,

The person who apens the mail should keep a log of all receipts for the day. That log should be compared
to the computerized receipting system on a daily basis.

The number of employees who can void a receipt should be minimized and all voids should be reviewed
and approved by management daily.

Corrective Action Response:

a.

The Caunty Clerk's Office has four deputy clerks. The Vital Records Clerk is the main counter person
writing the majority of the receipls for the day. All other clerks may write two or three receipis throughout
the day. A log is kept of all birth, death and marriage records issued, as well as all passport applications
processed. There is a paper trail for every transaclion processed each day. Also, each clerk writes their
initials on the receipt, so if cash does not balance at the end of the day, a paper trail will identify if all
receipts were writlen and if for the proper amount. Each cashier having a cash drawer would not be
feasible for an office of this size.

The Counly Clerk opens all mail and in her absence the Chief Deputy opens mail. The mail is checked for
praper paperwork and correct fees by the clerk. It is then given to the Vital Records Clerk to process and
she receipts for the check or money order. (We very rarely get cash) On the receipt, the check or money
arder number is written and the word MAIL. This all prints out on a transaction report for the day. Also, all
mail correspondence is retained for two years.

The only time a receipt is voided is during the same day that it was written because the cash is balanced
at the end of the day. Normally, the only reason a receipt would need to be voided is if it was written for
the wrong amount or to the wrong person and is usually done while the customer is still at the counter.
We very seldom have to void a receipt, but do need to have the availability of at least three people that
can do it due to having a small office and at times short staff. The three clerks with the availability are the
County Clerk, Chief Deputy Clerk and Vital Records Clerk. The receipt is entered into the financial system
with the ward VOID on 1t and is printed on the transmittal at the end of the day.
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Isabella County, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year Ended September 30, 2007

Section |l - Financial Statement Findings - Contlnued

2007-8 DRAIN OFFICE PROCEDURES

Condition: During our review of internal controls at the Drain Office, we noled some opportunities to sirengthen
internal conlrol and segregate duties in the cash recaipting and bank reconciliation procedures. Specifically, we
noted:

a. The cashiers do not maintain separate cash drawers.
b. Thereis no log maintained of receipts received in the mail.
c. All department employees are autherized to receipt money.

Criteria: One of the objectives of internal control is that no one person has access to all aspecis of a given
transaction cycle. Duties and responsibilities for handling cash receipts should be arranged and separated so
that an employee does not perform more than one of the following functions:

a. Opening the mail.
b. Raeceipting payments.
¢. Balancing receipts to the accounting records.

Where adequate segregation of duties is not possible, management should provide greater review and oversight
of the various financial activities.

Effect: The Drain Office is susceptible to fraudulent transactions as the internal controls and segregation of duties
in these areas is inadequale.

Recommendation: We recommend thal the Drain Office take the following actions:

a, Cashiers should be required to mainlain separate cash drawers.

b. The person who opens the mail should keep a log of all receipts for the day. That log should be compared
to the computerized receipting system on a daily basis.

c. The number of employees who can process cash receipts should be minimized.

Corrective Action Response:

a, The Drain office maintains one cash drawer which is balanced up to three times a week by the Drain
Assessment Aide and randomly audited during the month by the Chief Deputy Drain Commissioner.
These internal controls are adequate given the staffing levels available in the Drain office.

b. We believe the system already in place provides the best internal controls given our limited resources of
personnel. The purpose of this procedure is to log incoming mail each day and to reconcile the log with
the computer system. The ideal scenario would be to have two people sort mail. With limited
resources, the County cannot implement the procedure the auditors are recommending. Also, this
would go against our desire to automate all procedures as often as possible.

c. The number of employees who can process cash receipts needs to be such that the public is served in
an efficient and expedient manner. With current staffing levels, it becomes necessary to allow multiple
employees to receipt money when necessary.



Isabella County, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

Year Ended September 30, 2007

Section If - Financial Statement Findings - Continued

2007-9 OUTSTANDING CHECKS NEED TO BE ESCHEATED

Condition: During our review of the apen bonds and restitution at the District Court, we noted that several of the
outstanding checks were over a year old. Some checks were written as far back as 2003,

Criteria: Paragraph E6 of section 6-05, Michigan Court Administration Reference Guide, states: "Old
outstanding checks should be periodically reviewed and escheated to the State of Michigan. The Unclaimed
Property Division of the Michigan Department of Treasury requires that all uncashed checks unclaimed for a
period of one year, including undeliverable and outstanding checks, should be escheated as prescribed in
Treasury regulations.”

Addilionally, Michigan Public Act 29 of 1995 provides that the Depariment report and escheat unclaimed
property to the State of Michigan.

Effect: The County is not in compliance with Public Act 29 of 1995 or the Michigan Court Administration
Reference Guide.

Recommendation: We recommend that outstanding checks be reviewed on an annual basis and any checks
that are outstanding for more than one year be appropnately escheated to the State of Michigan unless an
outstanding check can be reissued to the payee.

Corrective Action Response: This has been corrected and the County will continue to adhere to the Michigan
Court Administration Reference Guide.

2007-10 UNFAVORABLE BUDGET VARIANCES

Condition: During our review of the County's compliance with the budgeting act, we noted that expenditures had
exceeded the amounts appropriated for varfous acfivities in the General Fund and nine (3} Special Revenue
Funds. Additionally, the Counly did not adopt budgets for five {5} required funds.

Criteria: The Uniform Budgeting and Accounting Act requires the County to amend the original adopted budgel “as
soon as it becomes apparent that a deviation from the original general appropriations act is necessary and the
amount of the deviation can be determined”. The Act also states that “an administrative officer of the local unit
shall not incur expenditures against an appropriation account in excess of the amount appropriated by the
legisiative body".

Effect: The County adopted the budget for the General Fund at the department level and the Special Revenue
funds at the total expendilure level. Having unfavorable budget variances as described above, the County is not in
compliance with Public Act 621 of 1978, as amended.

Recommendation: We recommend the County monitor expenditures against adopted budgets and make
appropriate budget amendments as needed.

Corrective Action Response: The Uniform Budgeting and Accounting Act requires the County to amend its
original budget when “it appears lo the chief administrative officer or to the legislative body that the actual and
probable revenues from taxes and other sources in a fund are less than the estimaled revenues" (MCL
141.437(2)). Funding schedules from sources such as the State of Michigan are not reliable, thereby making it
impossible fo know whether funds from these sources will be provided before the close of a given fiscal year.

-18-



Isabella County, Michigan
SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONCLUDED

Year Ended September 30, 2007

Section Il - Finapcial Statement Findings - Concluded

2007-10 UNFAVORABLE BUDGET VARIANCES - CONCLUDED

Corrective Aclion Response - Concluded:

The Isabella County Board of Commissioners autharizes the County Administrator/Controller to transfer monies
from one category to another within an aclivity and between activities within the same fund in an amount up lo
$50,000 for non-equipment expenditures, and up to $25,000 for equipment expenditures when deemed
necessary. In recognition of the auditor's finding, the Administrator/Controller will promptly exercise this
authority before the close of a fiscal year in order to assure expenditures recorded for various activities do not
exceed appropriated amounlts. Commissioners will be notified of any such transfers in order to keep them
apprised of amendments within activily centers and special revenue funds.

As noted in the auditor's findings, budgets were lacking for five {5) required funds. In compliance with auditor
recommendations, a budget document will be prepared for all such funds in the future.

2007-11 FUND DEFICIT

Condition: As of Septamber 30, 2007, the Public Act 511 Special Revenue Fund is reporting a fund deficit of
$28,106.

Criteria: Michigan Public Act 275 of 1980 provides that the County shall not have deficits in one or more of the
County's unreserved fund balances/unrestricted net assels.

Effect: The County is not in compliance with Publlic Act 275 of 1980.

Recommendation: We recommend the County ulilize budgetary controls to limit expendilures and/or transfer
funds as needed to ailleviate deficlts.

Corrective Action Response: The deficil of $28,106 will be covered by an operating transfer from the general
fund in the current fiscal year pending approval by the County Board of Commissioners.

This deficit was created by going over budget in the Cognitive Change program by $18,000 in the 2007 fiscal
year and a lack of collections from defendant’s for tether fees which are financed initialiy by the County.

Collecting payments for tether hookups is often problematic. Many defendants are indigent and the County will
never recover this money. The County has now implemented a new policy that addresses this issue. Qur
Community Corrections Coordinator will only conduct a tether hookup once the County receives one month's
fees in advance from the defendant. The tether company will then bill the defendant directly and assume the
risk of non payment.

The Community Corrections Coordinator has also been made aware of the need to adhere to a budget and
address any necessary budget amendments prior to the fiscal year end.

Section lll - Federal Award Findings and Questioned Costs

None
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Isabella County, Michigan
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

Year Ended September 30, 2007

Federal Award Findings and Quastioned Costs

2005-1 HOMELAND SECURITY CLUSTER - ACCOUNTING AND REPORTING

In FY 2005 it was reported that the County was not submitting its required quarterly reimbursement requests for
the 2004 Homeland Security Grant according to the predefined calendar. There had been no written waiver of this
requirement by either lhe granter, Michigan Siate Police, or the federal agency, Department of Homeland Security.
This finding was considered to be resolved in FY 20086.

There were no Federal award findings or questioned costs for fiscal year 2006.
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MANAGEMENT LETTER

To the Board of Comrmissioners
of {sabella County
Mt. Pleasant, Michigan

Dear Ladies/Gentlemen:

As you know, we have recenlly completed our audit of the records of lsabella County, Michigan for the year

ended September 30, 2007.

In connection with the audit, we feel that a certain change in your accounting

procedures would be helpful in improving management's control and the operational efficiency of the accounting
functions. This suggestion is a result of our evalualion of the internal control structure and our discussions with
management.

1.

The Board of Commissioners should amend the County's investment policy to address the disclosure
requirements of GASB Statement No. 40.

For the fiscal year ended Seplember 30, 2005 the Governmental Accounting Standards Board (GASB)
issued a new policy that became effective related to investment risk (GASB 40). During the course of our
audit and through discussicns with management, it was noted that the County's investment policy did not
address some of the requirements of GASB Statement No. 40. Deposit and investment resources often
represent significant assets of the County's funds. These resources are necessary for the delivery of the
County’'s services and programs, or to carry out its fiduciary responsibilities. GASE Statement No. 40 is
designed to inform financial statement users about deposit and investment risks that could affect the
County's ability lo provide services and meet its obligations as they bacome due.

We suggest the Board of Commissioners review their current investment policy and make the necessary
amendments to address custodial credit rigsk, concentration of credit risk, interest rate risk, and foreign
currency risk, if applicable. Such policies are required {o be disclosed in the noles to the County’s financlal
statements by GASB Slatement No. 40.

This report is intanded solely for the use of the management and the Board of Commissioners of Isabella County
and is not intended to be and should not be used by anyone other than these specified parties.

We wish to express our appreciation for the courtesy and cooperation extended to us during our audit. We are
available to discuss any or all of these suggestions with you, and te provide assistance in the implementation of
improvements.

(Lbotoa. f"éﬂ%ﬁ“fy A

ABRAHAM & GAFFNEY P.C
Certified Public Accountants

March 20, 2008
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